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orporate Profile 


ANSCANADA PIPELINES LIMITED, A MAJOR CANADIAN COMPANY WITH ASSETS IN EXCESS OF 
O BILLION, IS A LEADING TRANSPORTER AND MARKETER OF NATURAL GAS IN NORTH AMERICA.- 
UR PIPELINE SYSTEM TRANSPORTS GAS FROM THE WESTERN CANADIAN SEDIMENTARY BASIN 
© FOUR OF THE CONTINENT’S MAJOR GAS MARKETS THAT REPRESENT ABOUT 45 PER CENT 
NORTH AMERICAN CONSUMPTION. ADDITIONAL ACTIVITIES IN ENERGY MARKETING, POWER 
ENERATION, GAS LIQUIDS EXTRACTION, GAS STORAGE AND CARBON BLACK MANUFACTURING 
XTEND TRANSCANADA’S ENERGY MANAGEMENT REACH THROUGHOUT THE CONTINENT. GLOBALLY, 
RANSCANADA PURSUES, EVALUATES AND INVESTS IN ENERGY-RELATED OPPORTUNITIES THAT 


XPAND DABS SCORE OR. iis sCURRENT AGIs Vili ies. 


Mission Statement 9 


le WILL ACHIEVE PROFITABLE GROWTH. BY BUILDING ON ouR 
TRENGTHS AS A PREEMINENT NATURAL GAS TRANSMISSION COMPANY 
O BECOME A RECOGNIZED GLOBAL ENTERPRISE EXCELLING IN ENERGY 
RANSMISSION, ELECTRIC POWER GENERATION, OTHER INFRASTRUCTURE 


ROJECTS AND ENERGY MARKETING. 


Annual Meeting 


he 1996 Annual Meeting 


scheduled for April 23, 1996 
at 10:30 a.m., in the 
Hotel Saskatchewan, Regina, 


Saskatchewan. -_ 
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Business Strategy 


We will layer additional 
non-regulated, higher return 
Operations on top of our 
foundation, the Canadian 
mainline and interconnected 
pipelines throughout North 
America. These new operations 
will expand our services as an 
energy provider in North 


America and around the globe. 


In 1995, the average number of 
TransCanada common shares 
traded daily on all exchanges 
was 577,000. 
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TRANSCANADA 


Our goal is to add to 
shareholder value and achieve 
a 50 per cent increase in 
earnings per share from the 
1994 level of earnings by the 
year 2000. To do this, we will 
strive to transport natural gas 
more safely and efficiently 
than any other pipeline 

in North America. We will 
offer a full range of 

energy commodities and 
services to our customers, 
including natural gas, crude oil, 
refined products and electricity 
marketing, natural gas storage, 
liquids extraction and carbon 


black manufacturing. 
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And we will tap our 
considerable skills in financing, 
building and operating natural 
gas pipelines and power 
generation plants 

to develop high-return global 


energy projects. 


We will not change direction. 
Simply, we will do what we do 
best — better, in more places, 


more often. 


Annual Return on 


Shareholders’ Investment* 
(%) 
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* The return on an investment in 
shares consists of the total of 
dividends received and the 
capital gain or loss on the shares 
over a specific period of time. 


BUSINESS STRATEGY 


Report to Shareholders 


TransCanada’s long-term, primary goal is to build and 
sustain shareholder value, while conducting our 
business as good corporate citizens, respectful of the 
environment and the communities in which we live 
and work. 

In 1995, we made strong progress toward that 
goal in all of our major business sectors by focusing on 
action plans to address the three primary challenges we 
identified in last year’s annual report to shareholders. 

Those three challenges — to maintain and 
strengthen our North American Pipeline System; to 
improve and build upon our significant energy 
marketing skills; to develop global business 
opportunities that provide the right balance between 
risk and reward — will continue to shape our business 
strategy in 1996 and beyond. 

Last year, TransCanada established a goal of 
attaining a 50 per cent increase in total earnings by the 
year 2000 to $2.40 per share from the 1994 level of 
$1.60 per share. We believe we are on target to achieve 
the goal. However, crucial factors remain out of our 
hands, primarily the allowed rates of return on our 
pipeline businesses that are set by regulatory agencies in 


Canada and the United States. 
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Financial Review and Outlook 
As indicated by the graphs accompanying this letter, 
TransCanada's financial performance has been strong 
over the past five years. During that period, total assets 
increased by 36 per cent, funds generated from 
operations rose by 67 per cent and net income 
was up 58 per cent. 

In 1995, TransCanada's common shares provided 
a total investor return of 16 per cent, comprising 10 per 
cent capital appreciation and a dividend yield of six per 
cent. This was built on a nine per cent gain in earnings 
per share and an eight per cent increase in dividends. 

The quarterly dividend on common shares 
was increased by eight per cent in December 1995 to 
27 cents per share from 25 cents per share, the sixth 
consecutive year in which dividends were increased. 
Over these six years, these dividend increases represent 
an increase of 50 per cent in dividends paid to 
shareholders. 

In absolute terms, TransCanada's 1995 earnings 
set a new company record at $397.5 million, up 
11 per cent from $358.6 million in 1994. On a per 
share basis, earnings were $1.75, up nine per cent from 
$1.60 in 1994. The increase was due primarily to strong 
profits from our North American Pipeline System and 


Energy Management activities. 


George Watson 
President and 


chief executive officer 


TRANSCANADA 


We delivered a record 
2,351.5 Bcf of gas, up 

six per cent from 1994, 
through the Canadian 
mainline, TransCanada’s 
largest asset and the 
mainstay of our North 
American Pipeline System. 


We negotiated a four-year, 
incentive cost recovery and 
revenue sharing approach 
to setting pipeline tolls that 
adds value by strengthening 
the competitiveness of the 
Canadian mainline. The 
agreement provides 
additional incentive and 
Opportunity to manage 
costs, increase revenue 
and generate increased 
earnings for shareholders. 


REPORT TO SHAREHOLDERS 


The Canadian mainline was the major 
contributor to increased earnings in 1995, as a result of 
the 12.25 per cent rate of return on common equity 
that was allowed by the National Energy Board (NEB). 
The rate of return was established under the NEB’s 
formula that links pipeline returns to rates of return on 
long-term Canadian bonds. For 1996, this formula set 
the allowed return on the Canadian mainline at 
11.25 per cent. This change alone represents a 
reduction of about $21 million from 1995 in the 
Canadian mainline earnings. 

This up-and-down performance from our largest 
asset 1s largely beyond the control of the company. It is 
not due to any operational or strategic moves — it is 
due to regulatory formulas and changes in financial 
markets. Regulated earnings from the Canadian 
mainline and our interconnected pipelines in Canada 
and the United States will continue to fluctuate, 
according to the regulators’ determinations of the 
allowed rate of return on common equity, while earnings 


from non-regulated operations continue to grow. 


Building for the future — 3 strong legs 
Businesses subject to both a tightly regulated capital 
structure and rate of return on common equity are 
constrained in their ability to make meaningful and 
consistent increases in earnings per share, regardless of 
growth of the enterprise and its earnings in absolute 
terms. Notwithstanding that reality of a regulated 


business, TransCanada’s pipeline businesses have been, 


We combined our natural 
gas marketing operations to 
better meet the needs of 
our customers. 


The Tuscarora gas pipeline, 
between Malin, Oregon and 
Reno, Nevada, 50 per cent 
owned, was built and placed 
in service in December. 


TRANSCANADA 


over the years, the primary driver in the accumulation 
of very significant retained earnings and the strong 
cash flows enjoyed today. It is from this healthy fiscal 
position that TransCanada is able to pursue non- 
regulated businesses and accumulate growth in 
shareholder value through improved increases in 
earnings per share. 

We are positioning TransCanada to generate 
increased shareholder value, building a company 
comprised of three intertwined profit centres — 
three strong legs. 

We are not forsaking our roots as a natural gas 
pipeline company. Rather, we are building new 
businesses on top of that solid base: non-regulated 
businesses that will generate rising earnings in an 
increasingly competitive world, provide for dividend 
growth and propel us into the next century. We are 
expanding our natural gas marketing skills into 
marketing all forms of energy — not only gas, but oil, 
refined products, gas liquids and electricity. And we are 
taking our expertise in pipelines, power plants and 
project management and applying it to projects outside 


of North America. 
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3 REPORT TO SHAREHOLDERS 


North American Pipeline System 
TransCanada’s combined North American pipeline 
assets currently provide about 90 per cent of our 
earnings. We are resolved to enhance the 
competitiveness and earning power of these assets. 

Since 1989, we’ve expanded the Canadian 
mainline to meet higher demand for natural gas in 
both Canada and the United States. This expansion 
program injected more than $5 billion into the 
Canadian economy — along with significant spinoff 
benefits — and increased maximum daily service 
on the system to about 7.8 Bcf per day from 
five Bcf per day in 1988. The strong expansion pace 
continues in 1996, with capital expenditures on the 
mainline forecast at $668 million. 

Meanwhile, TransCanada has continued its 
work to establish an incentive regulation program. 
Late in 1995, we reached agreement on such a 
program with our customers. Subsequently, that 
settlement was approved by the NEB and went into 
effect on January 1, 1996. The settlement represents 
both a challenge and an opportunity. It will improve 
both cost-effectiveness and profitability of the 
Canadian mainline by allowing TransCanada to share in 
cost savings and incremental revenues generated from 


existing assets. 
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Energy Management 


Energy Management facilitates a cohesive energy 


marketing strategy and project development that 


enhances customer service — and earnings for 


shareholders. We are accomplishing this through two 


action plans. 


Primarily as a result of our acquisition of the 


Northridge marketing businesses in late 1994, 


TransCanada now markets energy in virtually all its 


forms throughout North America. Last year, we bought 
and sold 1,295.1 Bef of gas and 95.6 million barrels of 


crude oil, refined products and gas liquids. While these 


are significant numbers now, we expect they will be 


substantially over-shadowed by our operations over the 


next few years. 


The second action plan is to build or acquire 


physical assets within the value chain of various energy 


commodities. A good example of this is TransCanada’s 


50 per cent interest in the building of the Express oil 


pipeline from Alberta to Wyoming and the announced 


acquisition of the Platte pipeline system between 


Wyoming and Illinois. 


Global Opportunities 


Globally, our first three international projects are in 


various stages of implementation, and at the end of 


1995 we began to realize earnings from one of them, 


the Cusiana oil pipeline project in Colombia. 


TransCanada is a major participant in North 


America’s energy infrastructure. We intend to pursue 


opportunities in other parts of the world where the 


level of development in our areas of experience and 


expertise is similar to the level in North America some 


40 years ago. 


Gerry Maier 
Chairman of the board 


of directors 


TRANSCANADA 


As part of our Energy 
Management action plan, 
we took a 50 per cent 
interest in the Express oil 
pipeline project to provide 
new market access for 
western Canadian crude oil 
in the United States. 


Our Global Opportunities 
group completed all the 
necessary agreements and 
began construction work on 
the Cusiana oil pipeline and 
the Mariquita to Cali gas 
pipeline, both in Colombia. 


REPORT TO SHAREHOLDERS 


We approach global business opportunities in a 
focused manner, concentrating on those areas where 
energy growth rate potential is three to five times that of 
North America and where risks can be mitigated to 
North American levels. Our preferred areas are Latin 


America, the Middle East and Southeast Asia — areas that 


have both a need for energy and the potential for exports. 


Doing business internationally carries increased 
risk — but increased returns as well — and our efforts 
rely heavily on TransCanada’s strengths in technology, 
operations, project management and financial 
management. Consistent with our approach in North 
America, the management of risk is integral to our 
global strategy. We are confident our careful and 
professional approach to this new world will provide 


increasing rewards in the years ahead. 


Board of Directors 

J.V. Raymond Cyr is not standing for re-election in 
1996 to the board of directors for personal reasons. 
Mr. Cyr has served on the board of directors 

for nine years and during that time, he has made a 

strong and consistent contribution during a period 

of unprecedented growth and transformation. 

His wise counsel and dedication to the affairs of 


TransCanada will be greatly missed. 
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Conclusion 
Shareholder value is a combination of the reality 
within an organization and the investors’ perception of 
that reality. We believe that TransCanada is building 
shareholder value by applying our expertise and 
experience to energy businesses in both the regulated 
and non-regulated environments. 

TransCanada will implement a new concept in 
1996 — Value Added — as a means of measuring our 
shareholder value achievements. The Value Added 
philosophy is that when employees act like owners, 
only decisions that add shareholder value will be 
executed; long-term benefits or costs are considered, 
not short-term implications. 

As we work toward the successful transition from 
a North American pipeline company to a global 
energy company, we recognize that success is made 
possible only by the hard work, dedication, skill and 
expertise of all TransCanada employees. 

We thank them for their exemplary performance in 
1995 and look forward to the challenges and opportunities 
that lie before TransCanada in 1996 and beyond. 


George W. Watson Gerald J. Maier, PEng., EC.A.E. 
President and chief executive officer Chairman of the board of directors 
February 23, 1996 
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REPORT TO SHAREHOLDERS 


TCPL-at-a-glance 


North American Pipeline System 


Since 1985, North American natural gas consumption has grown 21 per cent and Canadian gas has captured 
80 per cent of that growth. By providing a reliable link between the Western Canadian Sedimentary Basin and 
continental gas markets, TransCanada has transported about half the growth in North American 
consumption over the past decade. 

During 1995, the Canadian mainline transported a record 2,351.5 billion cubic feet (Bcf) of natural gas, an 
increase of 5.9 per cent over 1994. Domestic deliveries were 1,193 Bcf, compared with 1,203 Bcf in 1994 and 
export deliveries rose to 1,158.5 Bcf, up 13.9 per cent over 1994. Average daily deliveries were 6.4 Bcf, 


compared with 6.1 Bcf in 1994. 


TransCanada’s North American pipeline system, including the Canadian mainline and 


investments in seven interconnected pipelines, provides a strong, reliable earnings base. 
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Alberta Natural Gas Pipeline 
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OWNERSHIP LENGTH MAXIMUM DAILY 1995 DELIVERIES 
(PER CENT) (KILOMETRES) DELIVERY (BcFD) (BCF) 
CANADIAN MAINLINE 100 13 955 7.800 255.25 
TRANS QUEBEC & MARITIMES 50 342 515 112.0 
PIPELINE INC. 
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Energy Management 


With changes in technology and deregulation of energy markets, today’s customers insist on flexibility when 
it comes to making energy choices. TransCanada’s energy management activities include power generation, 
gas storage, liquids extraction, carbon black manufacturing, chemicals manufacturing and participating in an 
electronic commerce service called NrG Highway. Responding to the needs of the marketplace, TransCanada 
Energy Management delivers a diverse line of energy products. 

TransCanada marketed 1,295.1 Bcf of natural gas during 1995, a 10.6 per cent increase in volume sold 
over 1994. Canadian sales were 767.7 Bcf, while sales to the U.S. accounted for the remainder. During the year 
TransCanada also sold 95.6 million barrels of crude oil, refined products and natural gas liquids, and began 


marketing electricity to customers throughout North America. 


By combining our resources and talent in the Energy Management group, we will develop a 


shared vision and common strategy that will create new business opportunities for TransCanada. 
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Global Opportunities 


Around the world, as populations grow and countries industrialize, demand for affordable, reliable sources of 
energy also grows. While much of the natural gas infrastructure in Canada was built almost 40 years ago, in 
many parts of the world natural gas reserves are only beginning to be developed. As a pioneer in gas 
transmission and the development of independent power generation plants, there are good opportunities for 
TransCanada to market its expertise globally. 

In 1995, significant progress was made on projects in South America and Africa. TransCanada is 
Currently exploring new project opportunities in the United Arab Emirates, Pakistan, Turkey, the Philippines, 


Oman, Mexico, Israel and Indonesia. 


Success in the global arena demands a geographic focus, strong negotiation skills, a 
careful balancing of risk with reward and the resolve to back out of a project if it no longer meets 


our criteria. 
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Significant Events 


January 20 

TransCanada reports 1994 net 
income of $358.6 million 
($1.60 per share), a $3 million 
increase from the 

$355.6 million ($1.62 per share) 
reported in 1993. The company 
maintained its 1994 net 
income at approximately the 
same level as 1993, despite a 
reduction from 12.25 per cent 
to 11.25 per cent in the return 
on deemed common equity 
for the Canadian mainline. 
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February 22 

TransCanada and its partners 
reach agreement with 
Empresa Colombiana de 
Petroleos (Ecopetrol) for the 
construction, ownership and 
operation of a US$310 million, 
344-kilometre natural gas 
pipeline system, with over 
400 kilometres of laterals, 
from Mariquita to Cali in 
Colombia, South America. 
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April 11 

The National Energy Board 
(NEB) releases its decision on 
the 1995 multi-pipeline 
hearing on the cost of capital 
(rate of return on common 
equity and capital structure) 
setting a benchmark rate of 
return on common equity 

of 12.25 per cent for 
TransCanada. The NEB also 
ruled a deemed common 
equity ratio of 30 per cent 
appropriate for TransCanada, 
also effective January 1, 1995. 
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February 16 

TransCanada and its partner are 
awarded the management 
contract by TANESCO for the 
construction of a US$40 million, 
75-megawatt emergency 
power plant in Ubungo, 
Tanzania. This is an 
acceleration of this component 
of the Songo Songo gas to 
electricity project. 
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April 3 

TransCanada and its 

partners announce that all 
shareholder, operating and 
transportation agreements for 
Oleoducto Central S.A. 
(OCENSA), a new Colombian 
oil pipeline company, have 
been substantially completed. 
OCENSA will own, expand, 
finance and operate 

the US$1.8 billion pipeline, 
related transportation 
infrastructure and port 
facilities to carry oil from the 
Cusiana and Cupiagua fields 
to the Caribbean port of 
Covefias. TransCanada has a 
17.5 per cent interest in the 
pipeline company and, with a 
partner, will operate the 
facilities on behalf of OCENSA. 
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May 18 

TransCanada awards two 
contracts valued at a total of 
$50 million for construction 
of power generation plants 
at Kapuskasing and North 
Bay, Ontario. Using natural 
gas and waste heat from 
adjacent TransCanada 
compressor stations as 
energy sources, each plant 
will produce 40 megawatts 
of electricity — enough 
power to supply electricity to 
20,000 homes. They are 
expected to be in service by 
December 1996. 
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June 2 

Tuscarora Gas Transmission 
Company (Tuscarora), an 
equal partnership between 
Sierra Pacific Resources 
Corporation of Nevada and 
TransCanada, receives U.S. 
Federal Energy Regulatory 
Commission (FERC) approval 
to construct a US$130 million 
natural gas pipeline between 
Malin, Oregon and Reno, 
Nevada. The pipeline is 
designed to deliver up to 

111 million cubic feet (MMcf) 
of natural gas per day to 
customers in northeastern 
California and Nevada. 


JUNE 1995 


July 29 

A line break caused by 
stress corrosion cracking 
occurs adjacent to a 
compressor station near 
Rapid City, Manitoba on the 
Canadian mainline. 


July 31 

TransCanada merges the 
natural gas marketing 
operations of its subsidiaries 
into TransCanada Gas 
Services. By consolidating 
gas marketing activities 
TransCanada can economize 
and better meet the needs of 
its customers. 


JULY 1995 


October 13 

Northern Border Pipeline 
Company files an application 
with the FERC to expand and 
extend its pipeline system at 
a cost of US$796 million. 


October 23 

TransCanada and its partners 
sign an agreement of intent 
with the government of 
Tanzania and the World Bank 
on the second phase of the 
US$300 million Songo Songo 
gas to electricity project, the 
development of the Songo 
Songo natural gas field, 
including gas processing and 
transportation facilities. 


October 29 

The emergency power plant 
in Tanzania commences 
operation. Construction was 
under budget and completed 
in record time. 
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December 1 
Tuscarora begins operations 
on schedule. 


December 8 

The NEB announces a 1996 
rate of return on common 
equity of 11.25 per cent for 
TransCanada, an adjustment 
resulting from its multi-pipeline 
cost of capital decision 
earlier in the year. 


December 20 

TransCanada becomes the 
first major natural gas 
transmission pipeline in North 
America to reach agreement 
on an incentive cost recovery 
and revenue sharing 
mechanism that provides 

an opportunity to increase 
Canadian mainline earnings 
and aligns the interests 

of TransCanada and its 
stakeholders. 
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June 8 

Express Pipeline Ltd., a 
company equally owned by 
TransCanada and Alberta 
Energy Company Ltd., files 
an application with the NEB 
seeking approval to build a 
170,000 barrel per day oil 
pipeline that will significantly 
expand access to U.S. markets 
for Alberta oil producers. The 
$530 million, 1 262-kilometre 
pipeline will stretch from 
Hardisty, Alberta to Casper, 
Wyoming. If built, Express 
will be the first wide-diameter 
link between western 
Canadian oil producing 
regions and the U.S. Rocky 
Mountain region. 
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August 23 

Cancarb Limited, a wholly 
owned subsidiary and the 
world’s leading manufacturer 
of thermal carbon black, 
receives regulatory 
approvals for a $16 million 
expansion of its Medicine 
Hat, Alberta plant. This will 
increase annual production 
capacity by one-third, or an 
additional 20 million pounds 
of carbon black. 
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November 22 

TransCanada and its partners 
form a Mexican company 
(Distribuci6n de Gas Natural, 
S.A. de C.V.) and present a 
Statement of Interest to the 
Mexican Energy Regulatory 
Commission to construct, 
own and operate a natural 
gas distribution system in the 
Mexico City Metropolitan Area. 


November 30 

The NEB approves 
TransCanada’s 1996/1997 
facilities expansion of the 
Canadian mainline, supported 
by long-term firm market 
requirements, that will 
increase shipping capacity by 
192 MMcf per day. 


JANUARY 1996 


January 19 

TransCanada announces 
net income rose 11 per cent 
in 1995, to $397.5 million 

or $1.75 per share 

from $358.6 million or 

$1.60 per share in 1994. This 
increase was attributable to 
a higher rate of return on 
deemed common equity for 
the Canadian mainline and 
increased contributions from 
energy management activites. 
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North American Pipeline System — TransCanada’s North 
American Pipeline System taps into the Western Canadian Sedimentary 
Basin (WCSB), which holds over 30 per cent of the combined U.S. and 
Canadian proven reserves of natural gas. Since supply costs of the WCSB are 


substantially lower than competing basins, it is in an excellent position to 


capture growth in gas demand in North America. 


Foothills Pipe Lines 
(Sask.) — 44% interest 


Canadian mainline — FOOTHILLS CARRIES GAS Trans Québec & Maritimes 
100% owned FROM ALBERTA’S EASTERN Alberta Natural Gas Pipeline— Pipeline — 50% interest 
STRETCHING FROM THE BORDER TO THE 49.5% interest TQM CONNECTS WITH THE 
ALBERTA- SASKATCHEWAN NORTHERN BORDER ANG CARRIES GAS FROM CANADIAN MAINLINE AND 
BORDER TO THE PIPELINE SYSTEM. ALBERTA’ S WESTERN TRANSPORTS NATURAL GAS 
QUEBEC-VERMONT BORDER, BORDER THROUGH FROM MONTREAL EASTWARD 
THE CANADIAN MAINLINE BRITISH COLUMBIA TO TO QUEBEC CITY. 
CONNECTS WITH OTHER THE U.S. BORDER WHERE 


NATURAL GAS PIPELINES IT CONNECTS WITH THE 
IN CANADA AND THE 
U.S. AND IS A MAJOR 
TRANSPORTER TO EASTERN 
CANADIAN MARKETS. 


PACIFIC GAS TRANSMISSION 
SYSTEM AND GROWING 
MARKETS IN THE 

PACIFIC NORTHWEST. 
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The Canadian mainline and investments in seven interconnected 


North American pipelines provide the critical transportation link between 


the reserves of the WCSB and major population centres in eastern Canada, 


and the northeastern, midwestern 


Great Lakes Gas Transmission 
System — 50% interest 

GREAT LAKES CONNECTS 
WITH THE CANADIAN 
MAINLINE AT EMERSON, 
MANITOBA AND CARRIES 
GAS TO MARKETS IN 
CANADA AND THE EASTERN 
AND MIDWESTERN U.S. 


TRANSCANADA 


Northern Border Pipeline 

— 30% interest 

NORTHERN BORDER CONNECTS 
TO FOOTHILLS NEAR 
MONCHY, SASKATCHEWAN 
AND CARRIES GAS TO 
MARKETS IN THE U.S. 
MIDWEST. 


13 


and northwestern U.S. 


Iroquois Gas Transmission 
System — 29% interest 
IROQUOIS CONNECTS TO 
THE CANADIAN MAINLINE 
AT IROQUOIS, ONTARIO, 
AND CARRIES GAS ACROSS 
THE ST. LAWRENCE RIVER 
THROUGH NEW YORK 

AND CONNECTICUT TO 
CUSTOMERS IN THE 


U.S. NORTHEAST. 


Tuscarora Gas Transmission 
System — 50% interest 
TUSCARORA CONNECTS WITH 
THE PACIFIC GAS 
TRANSMISSION SYSTEM 
AND TRANSPORTS GAS 
FROM MALIN, OREGON 

TO GROWING MARKETS IN 
NORTHEASTERN CALIFORNIA 


AND NEVADA, 


NORTH AMERICAN PIPELINE SYSTEM 


Our Goal 


To be the most profitable transporter of natural gas in 


North America by seeking out niche opportunities for development 


or expansion, continuously improving our efficiency, maintaining our 


excellent safety, environmental and operating standards and responding 


to the needs of our customers. 


Our Strategy 


Build or acquire pipelines to meet market needs, where 


economically feasible, and offer transportation services and enhancements 


that maximize pipeline use. 


Canadian Mainline 

Safe and efficient, reliable and profitable, the 
Canadian mainline, 13 955 kilometres of pipeline, 
shipped 2,351.5 Bcf of natural gas in 1995 — more 
than 10 per cent of all the natural gas used in North 
America. Originally built almost 40 years ago by 

a small group of visionaries who predicted the 
marketability of western Canadian natural gas in 
eastern markets, the Canadian mainline remains the 
foundation of our business. 

In Canada, the National Energy Board (NEB) 
regulates the construction of pipeline facilities, sets tolls 
and approves tariffs and the import and export of 
natural gas. Since the return earned by shareholders is 
based in part on the level of rate base in the pipeline, 
growth in rate base via expansions provides an increase 
in earnings. Since 1989, $5.5 billion has been invested 


to increase delivery capacity of the Canadian mainline 
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by 75 per cent. Much of this expansion was driven by 
rising U.S. demand. From 1988 to 1995, for example, 
US. imports of natural gas climbed from 1.3 trillion 
cubic feet (Tcf) to 2.7 Tcf. In 1995, we spent 

$430 million expanding our system in response to 
demonstrated long-term firm market demand as well as 
maintaining the integrity and efficiency of our system. 
In 1996, TransCanada expects to spend $668 million 
on capital construction and add about 200 MMcf per 


day of new delivery capacity. 


Canadian Mainline 
Gas Transmission 


Volumes Delivered — Annual 
(billions of cubic feet) 
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Our core asset, like most North American 
pipelines, earns a regulated return. In April 1995, the 
NEB released its decision on the 1995 multi-pipeline 
hearing on the cost of capital (rate of return on 
common equity and capital structure) setting a 
benchmark rate of return on common equity of 
12.25 per cent and establishing a deemed common 
equity ratio of 30 per cent for TransCanada, both 
effective January 1, 1995. The multi-pipeline hearing 
on the cost of capital also established an automatic 
adjustment mechanism for determining the rate of 
return on common equity for a given test year. 

For 1996, applying this formula has resulted in the 
benchmark rate of return on common equity being 


setcat 1125) per cent. 


Ineentive Settlement 

In December 1995, TransCanada became the first 
major natural gas transmission company in North 
America to reach a settlement on incentive toll 
regulation with its major export and domestic 
customers and suppliers. Though only moderately 
changing the risk/reward profile of the pipeline, the 


Incentive Cost Recovery and Revenue Sharing 


Settlement will provide TransCanada with an additional 


incentive to generate cost savings and incremental 
revenues from existing assets by allowing us to keep a 


portion of those savings and incremental revenues. 
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With this settlement, TransCanada intends to 
move away from the current method of resolving 
all issues in a costly hearing setting that provides little 
reward for efficiencies and, since all incremental 
revenues are returned to the shippers, less incentive 
to maximize discretionary revenues. This four-year 
settlement will encourage operating efficiencies and 
incremental revenue generation, resulting in lower tolls 
for shippers. As TransCanada will share savings on 
controllable costs (and cost overruns) equally with the 
shippers, we will focus on maintaining and improving 
our quality of service, managing controllable costs 
and generating discretionary revenue from our system. 
The settlement will be applied to determine 
TransCanada’s net revenue requirement for toll-making 
purposes during its term. 

While TransCanada continues to be regulated 
by the NEB, this settlement gives the Canadian mainline 
the ability to profit from increases in productivity 
and creativity. The settlement was approved by the 
NEB on February 22, 1996 and extends for a four-year 


term commencing January 1, 1996. 


Canadian Mainline 
Gas Transmission 
Volumes Delivered — 


Maximum Per Day 
10. Ot (billions of cubic feet) 
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Stress Corrosion Cracking 

On July 29, 1995, a line break occurred adjacent to a 
compressor station near Rapid City, Manitoba on the 
Canadian mainline. The break was attributed to stress 
corrosion cracking (SCC), which can be described as a 
group of hairline cracks on the pipe’s exterior surface 
that under certain conditions can grow and affect the 
integrity of the pipeline. 

SCC was first discovered in the US. in the mid 
1960s and since then has been found on oil and gas 
pipelines around the world. TransCanada’s first SCC 
rupture occurred in the mid 1980s. SCC is not isolated 
to TransCanada’s pipeline system and incidents are rare 
considering the extent of our pipeline. 

TransCanada has spent more than $170 million 
since 1985 testing and replacing pipe to ensure the 
integrity of the Canadian mainline and is an industry 
leader in research related to SCC. For the past 10 years, 
we have been working with British Gas to develop a 
pipeline inspection tool that will detect SCC before it 
poses a problem. 

In April 1996, TransCanada will be participating 
in the industry-wide NEB inquiry into SCC. While 
SCC remains a challenge, our current program and 


research activities are effectively managing the problem. 
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Expansion 

A regulated pipeline can expand when a customer 
requests additional firm transportation service and 
potential shippers demonstrate that there is a market 
requirement for new capacity. 

Ultimately, a decision is made to expand a 
pipeline if a project is economically justified based on 
the size of the market and the cost of expanding or 
extending a pipeline into that market. TransCanada 
and its interconnected pipelines are continually 
interacting with potential customers and propose 
expansion projects when sufficient market 
requirements exist. For example, Northern Border has 
applied to the FERC to expand and extend its pipeline 
system into the heart of the Chicago market in 1998 
with the addition of 243 kilometres (150 miles) of pipe 


and 222 megawatts of compression. 


Canadian Mainline 


Transportation Revenue 
(billions of dollars) 
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The Northern Border expansion, expected to 
cost US$796 million, will increase the pipeline’s receipt 
capability at the Canadian border and in the northern 
plains region by 41 per cent (700 MMcf per day), 
to 2.4 Bcf per day. This expansion will open up 
new markets and may create future opportunities 
for growth. 

In support of Northern Border’s expansion, 
Foothills Pipe Lines (Sask.) would add pipe looping 
and compression at a cost of approximately 


$125 million. The expansion is planned for 1998. 


Niche Opportunities 

Tuscarora is an example of the kind of niche market 
opportunities existing for natural gas in North 
America. This pipeline between Malin, Oregon and 
Reno, Nevada was built by the Tuscarora Gas 
Transmission Company, a partnership between 
subsidiaries of Sierra Pacific Resources Corporation 
of Nevada and TransCanada. Costing US$130 million, 
the pipeline is designed to deliver 111 MMcf per day 
of natural gas to customers in northeastern California 
and Nevada. Although Tuscarora has the smallest 
delivery capacity of our interconnected pipelines, it can 
be expanded to respond quickly to new demands for 
gas service. 

TransCanada has a strong financial base from 
which to finance construction and operation of 
projects, and we have been able to employ innovative 
financing structures which enhance the economics of 
these projects. In addition, as project developer, 
TransCanada has been successful at containment of 


construction costs. Construction costs on Tuscarora, 
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for example, were held to within four per cent of the 
original budget estimate. This achievement is typical 
of our track record in developing and managing major 


construction projects and operating pipelines. 


New Project 

A project currently under consideration is the Portland 
Natural Gas Transmission System (Portland), in which 
TransCanada will hold a 20 per cent interest. At a total 
cost of US$240 million, the Portland partnership 
intends to construct a 250-mile (403-kilometre), 
20-inch diameter transmission system that will connect 
with the Canadian mainline at Highwater, Québec to 
deliver natural gas to markets in New England. 
Construction of Portland would require TransCanada 
to expand upstream capacity on the Canadian mainline. 
The planned in-service date of Portland is 


November 1998. 


Canadian Mainline 


Capital Expenditures 
(millions of dollars) 
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‘Energy Management 


TransCanada Energy Management brings 


a sharper focus, new definition and increased synergy to the supply, 


processing and sales activities of TransCanada. Energy Management 


facilitates a cohesive energy marketing strategy, the coordination of risk 


management activities and the development of projects that enhance 


customer services — and earnings for our shareholders. 


Liquids Extraction 
TRANSCANADA HOLDS A 
50 PER CENT INTEREST 
IN THE EMPRESS II 
NATURAL GAS LIQUIDS 
EXTRACTION PLANT, 
BUILT IN 1983 ON THE 
ALBERTA/ SASKATCHEWAN 
BORDER; AND IN A GAS 
LIQUIDS EXTRACTION 
PLANT AT COCHRANE, 
ALBERTA, THROUGH 

ITS 49.5 PER CENT 
OWNERSHIP OF ALBERTA 
NATURAL GAS COMPANY 
LTD (ANG). 
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Electronic Commerce 
In 1995, NrG 
INFORMATION SERVICES 


INC., JOINTLY OWNED BY 
TRANSCANADA, NOVA 
CORPORATION AND 
WESTCOAST ENERGY INC., 
WELCOMED TENNECO GAS 
PIPELINE COMPANY AS A 
FOURTH PARTNER, MAKING 
NRG HIGHWAY THE FIRST 
CONTINENTAL NATURAL GAS 
TRANSPORTATION 
ELECTRONIC COMMERCE 
SERVICE. THE NON- 
PROPRIETARY BULLETIN 
BOARD ALLOWS GAS 
TRANSPORTATION 
CUSTOMERS TO MAKE 
SEAMLESS CONTRACTUAL 
AND OPERATIONAL 
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ARRANGEMENTS FOR MOVING 
NATURAL GAS ACROSS THE 
PARTICIPATING 
PIPELINES, REDUCING THE 
CONFUSION, TIME AND 
EXPENSE OFTEN INCURRED 
IN TRANSPORTING NATURAL 
GAS OVER MULTIPLE 
PIPELINE SYSTEMS. THE 
GOAL OF NRG HIGHWAY IS 
SIMPLE: TO MEET THE 
EVOLVING ENERGY NEEDS 
OF OUR CUSTOMERS BY 
MAKING GAS 
TRANSPORTATION EASIER, 
MORE COST-EFFECTIVE AND 
RELIABLE THROUGH 
ELECTRONIC COMMERCE AND 
COMMON BUSINESS 
STANDARDS. 


Natural Gas 

100 PER CENT OWNED, 
TRANSCANADA GAS 
SERVICES’ PRIMARY 
MARKET REGIONS 
INCLUDE WESTERN AND 
EASTERN CANADA, THE 
U.S. MIDWEST, NORTHEAST, 
PACIFIC NORTHWEST 

AND CALIFORNIA. 


ENERGY MANAGEMENT 


Our Goal 


To increase earnings by becoming one of North America’s 


leading energy marketers, providing a full range of energy products and 


services to our customers. 


Power Generation 
TRANSCANADA HAS A 

4Q PER CENT OWNERSHIP 
IN THE 500-MEGAWATT 
OCEAN STATE POWER 


PLANT, LOCATED IN 
RHODE ISLAND, AND 
OWNS AND OPERATES THE 
38-MEGAWATT NIPIGON, 
ONTARIO POWER PLANT. 
TWO NEW WHOLLY OWNED 
4O-MEGAWATT POWER 
PLANTS AT KAPUSKASING 


AND NORTH BAY, ONTARIO, 


WILL BE IN SERVICE 
LATE IN 1996. 
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Gas Storage 

TRANSCANADA HOLDS A 
4Q PER CENT INTEREST 
IN THE 40 BCF 
CROSSALTA UNDERGROUND 
NATURAL GAS STORAGE 
FACILITY LOCATED IN 
ALBERTA. ANG ALSO 
OWNS A 20 PER CENT 
INTEREST IN CROSSALTA. 
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Crude Oil and Other Products 
TRANSCANADA’S WHOLLY 
OWNED SUBSIDIARIES 
MARKET CRUDE OIL, 
REFINED PRODUCTS, 
NATURAL GAS LIQUIDS 
AND ELECTRICITY 
THROUGHOUT 

NORTH AMERICA. 


Carbon Black Manufacturing 
100 PER CENT OWNED BY 
TRANSCANADA, CANCARB 
IS THE WORLD’S LEADING 
MANUFACTURER OF 
THERMAL CARBON BLACK. 
CANCARB HAD RECORD 
SALES IN 1995. 


ENERGY MANAGEMENT 


Our Strategy 


We will manage and market all forms of energy — not 


only natural gas, but crude oil and refined products, natural gas liquids, 


electricity, natural gas storage, liquids extraction, carbon black manufacturing 


and chemicals. We will provide one-stop energy shopping by seizing 


opportunities for growth — up, down and across the various energy commodity 


value chains. 


Natural Gas 

In 1995, TransCanada merged the operations of 
Western Gas and Northridge Gas Marketing into a 
new company, TransCanada Gas Services (TCGS). 
By combining these resources and skills, TransCanada 
continues to strengthen and improve service to its gas 
marketing customers, both gas suppliers and buyers in 
North America. 

With annual sales of 1.3 Tcf, TCGS is the 
largest gas marketer in Canada and the leading exporter 
of Canadian gas to the United States. It markets gas to 
local distribution companies, institutional and industrial 
gas users, other marketers, pipelines and power producers 
throughout the continent. Core services include gas 
purchases and sales, arranging transportation, storage 


and exchange. 


Power Generation & Electricity 
Natural gas is an abundant, efficient and reliable energy 
source with clean air advantages. In the 1980s, when 
North American power utilities were faced with 
a shortage of power generation capacity, TransCanada 
moved into the power business. TransCanada 
co-developed and holds a 40 per cent interest in the 
500-megawatt Ocean State power plant in Rhode Island, 
the first independent power plant in North America. 
With the recent developments in the electric 
power industry in North America, including the 
possibility of deregulation, TransCanada sees the best 
potential for investment in electricity supply in the 
development and operation of micro-generation 


facilities for niche markets. Natural gas-fuelled, 
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combined-cycle plants are popular around the world 
since they are economical, can be built quickly and 
offer major environmental benefits over oil and 
coal-fired plants. Rated at 38 megawatts, our power 
plant at Nipigon, Ontario uses this technology and 
captures waste heat from the adjacent compressor 
station on the Canadian mainline. During 1995, 
TransCanada began constructing two plants at North 
Bay and Kapuskasing, Ontario. Rated at 40 megawatts 
each, these plants will be placed in service late 1996. 
Our recognized expertise in this technology has 
served as a springboard to power projects outside of 
North America. 

TransCanada purchases electricity from utilities 
and various wholesalers and resells to consumers in the 
provinces of Alberta and British Columbia, and in the 
states of Washington, Oregon and California. Where 
TransCanada has a significant gas presence, our services 
include exchanges, storage and transportation. As a 
FERC authorized power marketer, we are licensed to 
conduct business in the U.S.; in 1995, we were the first 
non-electrical utility to export electricity from Canada. 

In 1996, we plan to combine our expertise in 
power generation asset development with our skills as a 
commercial electrical marketer to establish TransCanada 


as an asset-based electric power marketing company. 
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Petroleum and Products 

TransCanada gathers, aggregates and markets crude 

oil on behalf of independent, small to medium-size 
producers in Western Canada, Texas and Louisiana. 
We plan to expand this business by providing cost 
effective, efficient marketing and transportation services 
to producers and a full range of crude oil services to 
refiners in North America. In 1995, TransCanada sold 
61 million barrels of crude oil. 

TransCanada processes crude oil with refiners, 
buys products on a spot or term basis and sells to 
independent wholesalers, retailers and industrial 
customers, in central and western Canada and in the 
US. Our product line includes all grades of gasolines 
and distillates. Our competitive advantage is in our 
ability to offer innovative pricing alternatives. 

In 1995, TransCanada sold 29.5 million barrels of 
refined products. 

We also market natural gas liquids and liquefied 
petroleum gases in the U.S. and Canada. In 1996, 
TransCanada will maximize revenues in natural gas 
liquids by continuing to provide producers with services 
not readily available from other marketers in the industry, 
including risk management, marketing, transportation 
and storage and third-party gas processing in the U.S. 
Our capacity at five processing facilities in Alberta 
enhances flexibility and netbacks to producers. 

In 1995, TransCanada sold 5.1 million barrels of 


natural gas liquids. 


Carbon Black Manufacturing 

Cancarb, a wholly owned subsidiary of TransCanada, 
is the world’s leading manufacturer and marketer of 
medium thermal carbon black. Its product, Thermax, 
is used on six continents in the manufacturing of 
rubber products, cable, metal carbides and plastics. 

In 1995, Cancarb’s revenues from its sales of Thermax 
increased 13 per cent over 1994. Cancarb continued its 


efforts to expand overseas markets. In 1995, sales 


TRANSCANADA alt 


outside North America represented 66 per cent of total 
sales, up from 58 per cent in 1994. In both 1994 and 
1995, Cancarb’s demand was in excess of its capacity. 
As a result of its marketing success, Cancarb is 
expanding its Medicine Hat, Alberta plant to increase 
production capacity by one-third. The expansion is 


expected to be completed in June 1996. 


New Project 

The US. oil market is key to the success of the proposed 
Express oil pipeline (equally owned by TransCanada 
and Alberta Energy Company Ltd.) between Alberta 
and Wyoming, connecting there with other pipelines to 
reach Salt Lake City, Utah; Denver, Colorado and 
southern Illinois. The project is attractive because it 
offers TransCanada the opportunity to combine our 
pipeline expertise with our crude oil marketing 
expertise to create a profitable new business line. 

The U.S. now imports more than 50 per cent 
of the oil it consumes; with the exception of 1991, oil 
production in the U.S. has fallen every year since 1985. 
If Express receives regulatory approval, the pipeline will 
significantly expand access to U.S. oil markets for 
Canadian producers and USS. oil markets will be offered 
a safe, secure supply of a highly strategic resource. 

The proposed 1 262-kilometre (785-mile) 
pipeline is designed to transport 170,000 barrels per 
day. During a bidding process in late 1995, producers, 
marketers and refiners committed to more than 
85 per cent of the pipeline’s capacity, most for a 
15-year term. 

In January 1996, TransCanada and its partner in 
Express entered into an agreement to acquire Platte 
Pipeline Company from its current owners. The 
180,000 barrel per day pipeline gathers crude oil 
primarily from Wyoming and carries it to refineries 
in the St. Louis area. If the Express oil pipeline is built, 


it will connect to Platte’s system. 
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Global Opportunities 


Large untapped energy supply basins are 


located near growing energy markets in Latin America, throughout 


Southeast Asia and in the Middle East. Our challenges are to locate the 


correct mix of supply and demand, carefully assess 


Oleoducto Central S.A. - 
Colombia 

TRANSCANADA HAS A 
17.5 PER CENT INTEREST 
AND JOINT OPERATING 
RESPONSIBILITY FOR 
THE US$1.8 BILLION 
CUSIANA OIL PIPELINE 
PROJECT WHICH WILL 
TRANSPORT CRUDE OIL 
FROM THE CUSIANA AND 
CUPIAGUA OIL FIELDS 
IN THE INTERIOR OF 
COLOMBIA TO THE PORT 
OF COVENAS ON THE 
CARIBBEAN COAST. 
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TransGas de Occidente S.A. - 
Colombia 

TRANSCANADA HAS A 

34 PER CENT INTEREST 
IN THE US$310 MILLION 
NATURAL GAS PIPELINE, 
FROM MARIQUITA TO 
CALI, WHICH IS PART 
OF COLOMBIA’S NATIONAL 
GASIFICATION PLAN. 
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the regulator: 


Tanzania 

TRANSCANADA, WITH 

ITS PARTNER OCELOT 
ENERGY INC., ACTED AS 
CONSTRUCTION MANAGERS ———— 


FOR A 75-MEGAWATT 
POWER PLANT AT 
UBUNGO, TANZANIA. THIS 
IS THE FIRST PHASE 

OF A PLANNED LARGER 
PROJECT, ESTIMATED TO 
cost US$300 MILLION, 
THAT WILL INCLUDE A 
PROPOSED OFFSHORE/ 
ONSHORE NATURAL GAS 
PIPELINE FROM SONGO 
SONGO ISLAND TO 

DAR ES SALAAM, PLUS 
AN ASSOCIATED GAS 
PROCESSING PLANT. 


GLOBAL OPPORTUNITIES 


economic and political climate of prospective countries, find the right 
partners, arrange financing that limits risk and protects assets, provide 
people to oversee the development and operate the asset at a good rate of 


return — all for the benefit of our shareholders. 
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Mexico 
TRANSCANADA ALONG 
WITH ITS PARTNERS 


HAVE FORMED A MEXICAN Gulf South Asia 

COMPANY AND PRESENTED TRANSCANADA HAS A 

A STATEMENT OF INTEREST 25 PER CENT INTEREST 
TO THE MEXICAN ENERGY IN THIS PROJECT TO 
REGULATORY COMMISSION TRANSPORT GAS FROM 
TO CONSTRUCT, OWN AND QATAR TO PAKISTAN. 
OPERATE A NATURAL GAS TOTAL COST OF THE 
DISTRIBUTION SYSTEM PROJECT IS ESTIMATED 
IN THE MEXICO CITY AT US$3.2 BILLION. 


METROPOLITAN AREA. 
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Our Goal 


To increase shareholder value by selecting and developing 


global opportunities that offer good returns with manageable risks. 


Our Strategy 


To construct and be the operator of the infrastructiire 


between good energy supply and strong energy demand. Focusing on 


pipelines and power generation projects, we only pursue opportunities 


that allow us to use our core competencies and serve as a springboard 


fOr fumcherm projects: 


Pipelines in Colombia 
TransCanada has two pipelines under construction 
in Colombia. In March 1995, TransCanada finalized 
the documentation relating to its participation in 
the Cusiana oil pipeline, consisting of the purchase and 
expansion of crude oil transportation infrastructure 
(pipelines, pumping facilities and tankage) from the 
Cusiana and Cupiagua oilfields to Covenas on the 
Caribbean coast, a distance of about 800 kilometres. 
The total project cost is approximately US$1.8 billion, 
of which approximately US$300 million was used 
to purchase existing pipeline infrastructure, currently 
in operation. Approximately US$1.5 billion is for 
the Phase II expansion, expected to be in service in 
mid-1997. TransCanada has a 17.5 per cent interest in 
this project, and joint operating responsibilities. 

In November 1995, TransGas raised 
US$240 million of debt to finance the majority of the 
US$310 million Marquita to Cali natural gas pipeline. 
The debt carries a 15-year maturity and, to date, 
represents the largest term financing for a project in a 
developing country. The project comprises a 
344-kilometre, 20-inch natural gas pipeline system, 
along with 400 kilometres of laterals, which is part of 
Colombia’s national gasification plan. TransCanada 
holds a 34 per cent interest in the project. Construction 


on the project started in January 1996. 
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Gas to Electricity in Tanzania 
In November 1995, a 75-megawatt emergency power 
plant, managed by TransCanada, began operating on 
fuel oil. Located at Ubungo, Dar es Salaam, it is the 
first phase of the US$300 million Songo Songo gas 
to electricity project being developed by TransCanada 
and its partner, Ocelot Tanzania Inc. Conceived in 
February and completed within budget in a record 
eight months, the plant, which will be expanded and 
will switch to natural gas as a fuel source once the 
Songo Songo gas pipeline is in operation, is helping to 
ease the power shortage in Tanzania. 

The Songo Songo project, which includes 
gas processing, gas transportation and electric power 
generation, will provide domestic fuel for power 
production and industrial use. TransCanada expects 
to invest US$35 million in the project and, with its 
partners, will have a 20-year agreement with the 
government of Tanzania to operate the facilities. 
All phases of this project are scheduled to be in 


commercial operation by 1998. 
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Gulf South Asia Gas Project 

In April 1994, TransCanada announced its participation 
in this major international project to transport gas from 
Qatar to Pakistan. The 1 600-kilometre (992-mile) 
pipeline, mostly subsea, will connect the world’s largest 
gas field to growing markets. Total cost of the pipeline 
is estimated at US$3.2 billion. TransCanada agreed to 
participate in the development of the project and to 
acquire a minimum 25 per cent interest. Work in 1995 
focused on surveying the proposed route, gathering 
environmental data and ongoing discussions of project 
terms and conditions. 

In order for this project to proceed, the partners 
will need transit and regulatory approvals and they will 
need to successfully negotiate and execute a gas 
purchase agreement with Qatar, a gas sales agreement 
with Sui Southern (the local gas distribution company 
in Pakistan) and obtain credit enhancement from the 


World Bank. 


Selecting the Right Project 

How do we select our global opportunities? First of 
all, when it comes to pipeline and power generation 
projects, serious consideration is given only to 

projects in areas where there are sufficient hydrocarbon 
reserves to ensure the long-term economic viability of 
the project. Next, we need to establish the existence of 
a market for our product. We also research the political, 
economic and social stability of the country and judge 
whether or not the climate is right for investment. 
Finally, TransCanada assesses whether the project 
will provide a long-term financial return that is 


commensurate with the risk. 
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Mexico, with a population of approximately 
90 million and abundant hydrocarbon reserves, offers a 
unique opportunity for investment. Crude oil has been 
a driving force in the economic development in 
Mexico for many years and natural gas largely has been 
ignored. But changing domestic and external realities 
are shifting that focus. 

In 1995, for example, Mexican law changed to 
permit private investment in natural gas transportation, 
distribution and storage. Also, with the devaluation of 
the peso, export sectors have recently found growing 
markets for their manufactured products, in turn 
escalating demand for a secure, inexpensive energy 
supply. As well, under the terms of the North 
American Free Trade Agreement, Mexico 1s 
undertaking to reduce air emissions from industry 
and power plants which can be accomplished through 
conversion to natural gas. 

All of these factors combine to create an 
encouraging climate for private investment and 
TransCanada has begun exploring the possibility 
of developing natural gas projects in Mexico. For 
similar reasons, we are also exploring opportunities in 
other countries, including the United Arab Emirates, 
Pakistan, Turkey, the Philippines, Oman, Israel and 
Indonesia. However we will only develop projects 
once we are satisfied that all our criteria for success 


have been met. 
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Corporate Programs _ To be successful in today’s competitive 
business climate, we know that we must provide top-quality service to 
our customers. To do this, we employ and develop creative and innovative 


men and women who are encouraged to realize their full potential and 
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AT TRANSCANADA, WE 
BELIEVE EXCELLENCE 

IN SAFETY PERFORMANCE 
IS AN ESSENTIAL 
REQUIREMENT TO THE 
SUCCESSFUL OPERATION 
OF OUR GAS TRANSMISSION 
SYSTEM AND WE ARE 
COMMITTED TO THE 
PROTECTION OF OUR 
EMPLOYEES, PHYSICAL 
ASSETS AND THE PUBLIC. 
TRANSCANADA EMPLOYEES 
ARE EXPECTED TO 
PERFORM THEIR JOBS 
PROPERLY IN ACCORDANCE 
WITH ESTABLISHED 
PROCEDURES AND 
OPERATING PHILOSOPHY, 
AND MANAGERS ARE 
RESPONSIBLE FOR 
CREATING A SAFE WORK 
ENVIRONMENT. In 1995, 
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contribute to the performance of TransCanada. 


TRANSCANADA’S LOST- 
TIME INJURY FREQUENCY 
DECLINED TO 

0.12 INCIDENTS PER 
200,000 HOURS WORKED, 
A MUCH BETTER 
PERFORMANCE THAN OUR 
OBJECTIVE OF 0.20. 
THIS WAS A RECORD 
ACHEIVEMENT FOR 
TRANSCANADA. OUR 
MOTOR VEHICLE 
ACCIDENT FREQUENCY OF 
1.27 ACCIDENTS PER 
MILLION KILOMETRES 
DRIVEN ALSO SURPASSED 
THE OBJECTIVE OF 
1.91. During 1995, 
TRANSCANADA EMPLOYEES 
WORKED MORE THAN 

2.3 MILLION HOURS 
BETWEEN LOST-TIME 
ACCIDENTS. 


Donations 

OUR LONG-TERM 
BUSINESS SUCCESS AND 
ECONOMIC STRENGTH 
DEPEND ON THE HEALTH 


OF THE COMMUNITIES IN 


WHICH WE WORK AND 
LIVE. THAT IS WHY 

WE HAVE ALWAYS 
WELCOMED OUR CORPORATE 
RESPONSIBILITY TO 
HELP IMPROVE THOSE 
COMMUNITIES. IN 1995, 
TRANSCANADA GAVE 
APPROXIMATELY 

$2.5 MILLION TO 
ORGANIZATIONS INVOLVED 
IN EDUCATION, HEALTH 
CARE, CULTURE, SPORTS 
AND CIVIC ACTIVITIES. 
TRANSCANADA MATCHES 
DOLLAR-FOR-DOLLAR 
EMPLOYEE CONTRIBUTIONS 
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TO SPECIFIED EDUCATION 
AND HEALTH CARE 


INSTITUTES, AGENCIES 
AND PROJECTS, UP TO A 
MAXIMUM OF $1,000 PER 
EMPLOYEE PER YEAR. 
EDUCATIONAL PROGRAMS 
RECEIVE ABOUT 40 PER 
CENT OF OUR DONATIONS 
BUDGET. THROUGH THIS 
SPONSORSHIP, WE HELP 
PREPARE CANADIAN 
YOUTH TO EXCEL IN THE 
GLOBAL MARKETPLACE. 


CORPORATE PROGRAMS 


Our Goal 


To add shareholder value while conducting our affairs as 
good corporate citizens: with integrity, respectful of the environment and 
the communities in which we operate, and conscientious about the safety 
of our employees and our operations. 

Our Strategy 


We will foster a working environment that emphasizes 


teamwork, initiative, involvement, communication and the achievement 


eel 


of goals. 


Employee Training 

OUR CORPORATE FAMILY 
INCLUDES ENGINEERS, 
SCIENTISTS, LAWYERS, 
ADMINISTRATORS, 
COMPUTER SPECIALISTS, 
ECONOMISTS, 
ACCOUNTANTS, MARKETERS, 
ANALYSTS AND OTHER 
HIGHLY SKILLED AND 
INNOVATIVE INDIVIDUALS, 
WHO SHARE A COMMITMENT 
TO CUSTOMER SERVICE 
AND STRIVE FOR 
EXCELLENCE. 

WE ENCOURAGE OUR 
EMPLOYEES TO FUNCTION 
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AS A HIGHLY EFRECTIVE, 
RESPONSIVE TEAM, 
WORKING TOGETHER TO 
SUCCEED IN A 
COMPETITIVE, DYNAMIC 
WORLD. IN 1995, WE 
INVESTED APPROXIMATELY 
$2 MILLION IN 
TRAINING PROGRAMS TO 
HELP OUR EMPLOYEES 
REMAIN CURRENT IN 
THEIR PROFESSIONS. 


Diy 


Environment 

RESPONSIBLE 
ENVIRONMENTAL 
MANAGEMENT IS A 
CORPORATE VALUE 

AT TRANSCANADA. 
OPERATING FACILITIES 
ARE CONTINUOUSLY 
MONITORED AND AUDITED 
TO ENSURE COMPLIANCE 
WITH CORPORATE 
STANDARDS, APPLICABLE 
LEGISLATION AND 
INDUSTRY BEST 
PRACTICES. In 1995, 
WE RECEIVED A FIRST 
PLACE AWARD IN THE 
ANNUAL CANADIAN 
ENERGY PIPELINE 
ASSOCIATION (CEPA) 
ENVIRONMENT AWARDS 


COMPETITION FOR OUR 
WASTE MANAGEMENT 
PROGRAM AND AN 
HONOURABLE MENTION 
FOR OUR VOLUNTARY 
EMISSIONS REDUCTION 


PROGRAM. IN SEPTEMBER 
1995, IN SUPPORT OF 
CANADA’S VOLUNTARY 
CLIMATE CHANGE 
CHALLENGE, WE 
DOCUMENTED OUR PLAN 
TO LIMIT TRANSCANADA’S 
GREENHOUSE GAS 
EMISSIONS AND OUR 
CORPORATE STRATEGY 
AND COMMITMENT TO 
CONTINUED EMISSION 
MANAGEMENT THROUGH 
THE YEAR 2000. 


CORPORATE PROGRAMS 


Report of Management 


The consolidated financial statements included in the Annual Report are the responsibility of Management and 
have been approved by the Board of Directors of the Company. These financial statements have been prepared 
by Management in accordance with accounting principles generally accepted in Canada and include amounts 
that are based on estimates and judgments. Financial information contained elsewhere in this Annual Report is 
consistent with the consolidated financial statements. 

Management has developed and maintains a system of internal accounting controls including a program 
of internal audits. Management believes that these controls provide reasonable assurance that financial records are 
reliable and form a proper basis for preparation of financial statements. The internal accounting control process 
includes Management's communication to employees of policies which govern ethical business conduct. 

The Board of Directors has appointed an Audit Committee consisting of unrelated, non-management 
directors to meet periodically during the year with Management and the internal and external auditors individually 
and as a group. The Audit Committee reviews with Management and the independent external auditors the 
annual consolidated financial statements of the Company prior to submission to the Board of Directors for final 
approval. The internal and external auditors have free access to the Audit Committee without obtaining prior 
Management approval. 

The independent external auditors, KPMG Peat Marwick Thorne, have been appointed by the shareholders 
to express an opinion as to whether the consolidated financial statements present fairly, in all material respects, 
the Company's financial position, results of operations and changes in financial position in conformity with 
generally accepted accounting principles. The report of KPMG Peat Marwick Thorne on page 44 outlines the 
scope of their examination and their opinion on the consolidated financial statements. 


George W. Watson Ray T. Smith 
President and Vice-President 
Chief Executive Officer and Controller 


January 19, 1996 
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Management's Discussion and Analysis of 


Financial Condition and Results of Operations 


This discussion has been prepared by Management 
and is a review of the financial results of TransCanada 
PipeLines Limited (TransCanada) prepared in 
accordance with Canadian generally accepted 
accounting principles (Canadian GAAP). It compares 
TransCanada’s financial performance in 1995 to 1994 
and should be read in conjunction with the 
consolidated financial statements and accompanying 
notes. In addition, significant changes between 
1994 and 1993 are highlighted. Note 18 to the 
consolidated financial statements describes significant 
differences between Canadian GAAP and United States 
generally accepted accounting principles (U.S. GAAP). 
To assist in understanding TransCanada’s 
regulated operations and the use of financial 
instruments in our non-regulated operations, 


definitions of selected terms follow this discussion. 


RESULTS OF OPERATIONS 

Net income increased 10.8 per cent in 1995, totalling 
$397.5 million, or $1.75 per share. This increase 

was primarily due to the higher approved rate of 
return on common equity for the Canadian mainline 
(12.25 per cent in 1995 compared to 11.25 per cent 
in 1994) and the improved contribution from energy 
management activities. These increases in net income 
were partially offset by higher project expenses 

and development costs incurred in 1995 as we 
continued to actively pursue North American and 


international projects. 


Year ended December 31 1995 1994 1993 
Net income (millions of dollars) 397.5 358.6 855:6 
Net income per share $1.75 $1.60 $1.62 
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Proportionate Consolidation 

In accordance with the requirements of Canadian GAAP, 
TransCanada uses the proportionate consolidation 
method of accounting for its investments in joint 
venture operations. 

The proportionate consolidation method and 
the equity method result in the same net income and 
shareholders’ equity. However all assets, liabilities, 
revenues, expenses and most cash flow items are 
increased when proportionate consolidation is used. 
Note 4(a) to the consolidated financial statements 
identifies the assets, liabilities, revenues, expenses 
and cash flows related to joint venture investments. 

Of particular significance is TransCanada’s share of 
long-term debt of joint ventures. The debt is secured 
by the rights and assets of the joint ventures alone and 
not by the rights and assets of TransCanada, except to 
the extent of TransCanada’s investments in the joint 
ventures. This debt has been separately identified as 
Non-Recourse Debt of Joint Ventures. 

TransCanada adopted the Canadian GAAP 
requirements for proportionate consolidation in 1994. 
Management believes that financial statements prepared 
under the equity method are more meaningful because 
they avoid co-mingling assets and liabilities subject to 
direct control with assets and liabilities of joint ventures 
and therefore not controlled directly. Condensed 
Statements of Consolidated Income and Consolidated 
Financial Position, prepared in accordance with U.S. 
GAAP using the equity method of accounting for joint 
ventures, are included in Note 18 to the consolidated 


financial statements. 
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Canadian Mainline and Interconnected Pipelines 
TransCanada’s principal business, the operation of the 
Canadian natural gas transmission system (the Canadian 
mainline) and our investments in interconnected 
pipelines, is contained in this segment. Costs related to 
the investigation, evaluation and development of new 


pipelines in North America are also included. 


Canadian Mainline 

Operating income from the Canadian mainline increased 
10.5 per cent in 1995, compared to 1994, as a result of 
an increase in the approved rate of return on deemed 
common equity to 12.25 per cent for 1995 and a higher 
average rate base. Total deliveries of natural gas on the 
Canadian mainline reached a record 2,351.5 billion 
cubic feet in 1995, a 5.9 per cent increase over 1994 
deliveries, resulting from the construction of new 
facilities to provide additional services to customers. 

In 1995, export deliveries represented 49.3 per cent 

of total deliveries, compared to 45.8 per cent and 


43.4 per cent in 1994 and 1993, respectively. 


Canadian Mainline Highlights 


Year ended December 31 


(millions of dollars except rates of return) 1995 1994 i9gs 
Operating revenues 1,790.3 1,654.1 1,584.1 
Operating income 851.6 770.8 SAR 
Capital expenditures 433.6 455.3 741.0 
Average rate base 

and gas plant under 

construction 6,768.3 6,501.3 6,179.5 
Allowed rate of return 

on common equity* 12.25% 11.25% 12.25% 


*The deemed common equity component of total capitalization 
was 30 per cent in all three years. 
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The Canadian mainline is regulated by the National 
Energy Board (NEB). The NEB sets tolls for the 
Canadian mainline which allow for the recovery of 
projected costs of transporting natural gas and provide 
a return on our investment in the Canadian mainline 
rate base. Factors considered in setting approved tolls 
include estimating rate base as well as depreciation, 
operating and financing costs. New facilities are 
approved by the NEB before construction begins. 
Changes in rate base or the return on common 
equity affect the contribution to net income from 
the Canadian mainline. Most of the costs of the 
Canadian mainline are fixed and are recovered 
monthly from shippers. 

In addition, the NEB allows the Canadian 
mainline to record an Allowance for Funds Used 
During Construction (AFUDC) which includes a 
return on common equity. AFUDC varies from year 
to year depending on the size of the construction 


program and the rate of return. 


Canadian Mainline 


Volumes Delivered 
(billions of cubic feet) 


2,500 2 
2351-5 
2,219.8 
2,127.8 

2,0005— 
1,5005— 
1,000— 
500 —— 
= 

93 94 95 

fi Export * ff Domestic 


*deliveries within Canada to 
customers serving U.S. markets 
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Interconnected Pipelines 

Interconnected pipelines integrate the Canadian 
mainline into a North American network of natural 
gas pipelines. TransCanada’s joint venture investments 
in interconnected pipelines include: in the United 
States - the Great Lakes System, Northern Border 
Pipeline, the Iroquois System and Tuscarora Pipeline; 
and in Canada - Foothills Pipe Lines (Sask.) and Trans 
Québec & Maritimes Pipeline. The Company’s 
affiliation with these pipelines allows it to serve markets 
in Québec and the northeast, midwest and northwest 
regions of the United States. 

These pipelines, which are also subject to the 
authority of regulatory bodies, contributed operating 
income of $192.2 million in 1995, compared to 
$189.3 million and $186.5 million in 1994 and 1993, 
respectively. Increased contributions from the 
interconnected pipelines in 1995, due to increased 
throughput and lower project development costs, were 
partially offset by the provision recorded in 1995 for 
the estimated settlement costs for the investigation and 
proceedings into matters relating to the construction of 
the Iroquois System. Note 17 to the consolidated 


financial statements describes these legal proceedings. 


Project Development 
Costs incurred in 1995 were not significant. Costs of 
$13 million related to the SunShine pipeline project in 


Florida were expensed in 1994. 


Energy Management 

During 1995, TransCanada has continued to manage 
our energy marketing activities and operating assets 
to maximize profit opportunities. The Energy 
Management segment markets natural gas and other 
energy commodities, such as crude oil and related 
refined products and operates assets such as 
independent power generation plants, natural gas 
liquids extraction plants and carbon black 
manufacturing facilities. Our investment in Alberta 
Natural Gas Company Ltd (ANG) is also included 


in this segment. 
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Operating income from this segment was 
$86.8 million in 1995, a 16.4 per cent increase 
compared to $74.6 million in 1994. Significant factors 
contributing to the increase include a strong performance 
from Cancarb’s carbon black manufacturing operations 
and improved results from the chemicals and gas 


marketing and services businesses of ANG. 


Energy Marketing 

Energy marketing operations are conducted by 

the TransCanada Energy Management (TCEM) 
subsidiaries. TransCanada completed the acquisition of 
all the outstanding shares of the Northridge group of 
companies on October 28, 1994, and the consolidated 
financial statements include the results of Northridge 
from the date of acquisition. In 1995, TransCanada’s 
natural gas marketing operations were merged into 
TransCanada Gas Services (TCGS). 

TCGS generates almost 75 per cent of its natural 
gas marketing revenues from sales of natural gas under 
a netback agreement with Alberta producers and 
marketers, including a marketing fee. The netback 
agreement provides for the purchase of natural gas in 
Alberta and its subsequent sale in Canada and the 
United States. The marketing fee earned from netback 
sales is based on both volumes sold and prices obtained 
for natural gas. The principal risk to TCGS with 
respect to netback sales is the level of its marketing fee 
in relation to operating costs. In addition, TCGS enters 
into non-netback contracts for the purchase and sale of 
natural gas. The principal risk to TCGS with respect 
to non-netback sales is the different price basis of 
purchase and sales contracts. 

Volumes of crude oil, refined products, natural 
gas liquids and electricity are purchased and sold 
primarily under short-term contracts with producers, 
customers and marketers in Canada and the United 
States by other TCEM companies. The principal risk 
of marketing petroleum and other products is also the 


different price basis of purchase and sales contracts. 
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Various forms of financial instruments are used 
to reduce price and foreign exchange risk related to 
the purchase and sale of natural gas and other energy 
commodities. These are described in the section 
“Financial and Energy Price Risk Management” on 
page 34 and in Note 5 to the consolidated 
financial statements. 

Energy marketing revenues are dependent upon a 
number of factors including weather, pipeline operations, 


pipeline tariff structures and supply and demand. 


Natural Gas Marketing 
Higher volumes of natural gas were sold in 1995 
because of a full year contribution from the former 
Northridge gas marketing companies and an increase 
in other non-netback volumes. Despite increased 
volumes, total revenues decreased because of reduced 
sales prices. 

In 1994, total natural gas volumes sold decreased 
and total revenues increased compared to 1993. 
Revenues increased mainly as a result of the Northridge 
acquisition and because a higher component of the 
netback price pool was indexed to the spot market in 
1994 compared to 1993. This resulted in increased 


prices for producers and higher marketing fees in 1994. 


Natural Gas 
Marketing 
Volumes Sold 
1500 (billions of cubic feet) 
1,295.1 
1, 200 see 1.17910) 417103 
900 — 
600 — 
300 — 
— 
93 4 95 


Bf U.S. Non-netback* 
Bf Cdn. Non-netback 


marketing subsidiaries within the U.S. 
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B U.S. Netback 
ff Cdn. Netback 
*volumes sold by TransCanada’s U.S. natural gas 


Petroleum and Products Marketing 

Marketing volumes from crude oil, refined products and 
natural gas liquids totalled 95.6 million barrels and 
generated operating revenues of $2,611.0 million for 
the year ended December 31, 1995. Overall, margins in 
the crude oil business were lower in 1995 than during 
1994. The petroleum and products marketing 
activities contributed 21.5 million barrels of sales and 
$476.0 million in operating revenues for the 


two-month period ended December 31, 1994. 


Other Energy Management Operations 
Other energy management operations comprise the 
generation of electric power, including our joint 
venture investment in the Ocean State Power Plant; 
Cancarb’s carbon black manufacturing activities; our 
interests in the Empress II natural gas liquids extraction 
plant, the CrossAlta gas storage facility, and NrG’s 
natural gas transportation commerce service; and our 
equity investment in ANG. 

Contributions from these activities increased 
in 1995 compared to both 1994 and 1993. The 
significant factors impacting the improved performance 
include increased sales volumes and prices combined 
with reduced production costs from the carbon black 
operations of Cancarb, and the higher contribution 
from ANG. During 1995, ANG experienced improved 
margins in both its chemical business and gas 


marketing and services business. 


Project Development 

Higher costs, primarily from the development of the 
Express Pipeline project, resulted in a $3.8 million 
increase in project development costs in 1995 compared 
to 1994. The 1994 amount of $2.5 million represented 
a decrease of $14.5 million from 1993. Project 
development costs in 1993 included approximately 

$13 million related to power generation plants for 


which construction commenced in 1995. 
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Global 
Income from our global business strategy has been 
recognized for the first time in 1995 - equity income 
of $4.7 million from the investment in Oleoducto 
Central S.A. (OQCENSA), an oil pipeline in Colombia. 
This segment includes our investments in, and income 
from, global businesses as well as costs for the 
investigation, evaluation and development of other 
international, energy-related business opportunities. 
During 1995, we continued to focus on 
developing global opportunities. This is reflected in 
the increase in operating loss for this segment to 
$18.9 million for 1995, resulting from increased project 
development costs, compared to $11.9 million 
and $2.6 million in 1994 and 1993, respectively. 
A significant portion of 1995 costs relate to the Gulf 
South Asia project, an initiative to connect a gas field 
off Qatar, to markets in Pakistan; and the Songo Songo 
gas to electricity project, the development of a natural 
gas field, including gas processing and transportation 


facilities, in Tanzania. 


Other Expense/(Income) 
Financial charges increased seven per cent in 1995 
compared to 1994. Additional medium-term notes 
were issued during 1995 to finance the 1995 Canadian 
mainline expansion program and other corporate 
programs. The 1994 amount of $474.3 million 
represented an increase of $10.3 million from 1993. 
This was due to increases in long-term debt resulting 
from the Canadian mainline expansion and higher 
interest rates in 1994. 

Total AFUDC in 1995 was $12.1 million, 
$9.2 million related to the Canadian mainline and 
$2.9 million from the Company’s joint venture 
operations. AFUDC from the Canadian mainline 
remained relatively constant in 1995 compared to the 
$8.7 million recorded in 1994. In 1994, AFUDC for 
the Canadian mainline was $9.4 million less than the 
$18.1 million recorded in 1993, a direct result of the 


slowdown in the expansion program. 
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Interest and other income totalled $14.7 million 
in 1995, an increase of $8.7 million compared to 1994. 
The increase is primarily due to higher interest income 
in 1995 resulting from a higher average level of cash 
available for short-term investments. Cash available 
for short-term investments was, on average, lower 
during 1994 than in 1993 resulting in lower interest 


income in 1994. 


Income Taxes 

Income taxes in 1995 were $142.9 million, compared 
to $115.5 million and $85.7 million in 1994 and 1993, 
respectively. Increases in both 1995 and 1994, when 
compared to prior year amounts, occurred as a result 


of higher taxable income and higher overall tax rates. 
Liquidity and Capital Resources 


Cash Generated From Operations 


Year ended December 31 (millions of dollars) 1995 1994 1993 
As reported 703.0 585.1 709.2 
Equity method* 618.3 459.2 589.7 


*These amounts represent the cash flow from operations over 
which TransCanada has direct control. 


Cash generated from operations, which increased 

20 per cent in 1995 compared to 1994, continued to 
be TransCanada’ primary source of liquidity. The 
improvement in 1995 over 1994 is attributable to a 
stronger contribution from the Canadian mainline and 
increased cash flow from operating working capital. 

A decrease of $124.1 million in cash generated 
from operations in 1994 compared to 1993 resulted 
from a significant cash outflow from TransCanada’s 
working capital in 1994, offset partially by higher funds 


generated from operations. 
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Investment Activities 
Capital expenditures increased $50.7 million to 
$673.7 million in 1995 compared to 1994. Historically, 
TransCanada’s most significant investment activity has 
been expansion of the Canadian mainline. Decreases 
in Canadian mainline capital expenditures in 1995 
compared to 1994 were more than offset by increased 
investment activities in the Energy Management and 
Global segments. The major factors contributing to the 
1995 increase include the North Bay and Kapuskasing 
power plants under construction in Ontario and the two 
pipeline projects under construction in Colombia. 
Capital expenditures in 1994 were $210.1 million 
less than 1993, a function of reduced expansion on the 


Canadian mainline. 


Dividends 

In the fourth quarter of each of the last four years, 
TransCanada has declared an increase of two cents 

per share in the quarterly dividend on common shares. 
As a result of the 1995 increase, the quarterly dividend 
is now 27 cents per share. The 1994 and 1993 
fourth-quarter increases brought quarterly dividends 


per common share to 25 and 23 cents, respectively. 


1995 Cash Generated 
from Financings 


16% Preferred Shares 


14% Common Equity Shares 


70% Medium-Term Notes 
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Financing Activities 
In 1995, TransCanada generated cash of $626.9 million 
from the issuance of medium-term notes, preferred 
shares and common equity. This cash, combined with 
cash generated from operations, was used to finance 
capital expenditures and investments, retire debt and 
pay dividends on preferred, equity preferred and 
common shares. 

TransCanada’s pro-rata share of non-recourse 
debt of joint ventures increased $31.5 million in 1995. 
This increase reflects our pro-rata share of non-recourse 
debt related to the Tuscarora pipeline, offset partially 
by decreases in non-recourse debt of other joint 
ventures. Decreases in non-recourse joint venture debt 
of $40.6 million and $32.9 million were experienced 


in 1994 and 1993, respectively. 


Credit Facilities 

At December 31, 1995, lines of credit of $600 million 
were available to support TransCanada’s commercial 
paper program. In 1995, we filed a shelf prospectus to 
continue the Canadian Medium-Term Note Program 
and at December 31, 1995, $789.1 million was available 
to be issued under this program. A shelf prospectus 
was also filed in the United States in 1995 which 
allows for the issuance of up to US$500 million of 


debentures or Medium-Term Notes. 


Financial and Energy Price Risk Management 
TransCanada uses financial instruments to manage 
exposures to changes in U.S. dollar exchange rates, 
interest rates on short and long-term debt and prices of 
energy commodities in our non-regulated operations. 
Financial instruments are used to hedge these 
exposures by creating offsetting positions and therefore 
reducing price or cash flow risk. TransCanada does not 
use leveraged derivatives to manage risk. The exposures 
related to financial and energy price risk are subject to 
controls which are strictly monitored, including financial 
controls which are designed to limit any potential loss to 


an amount that is not significant. 
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The fair value of financial instruments, in the 
information below, represents the amount TransCanada 
would receive or pay if the financial instruments had 


been closed on the year-end date. 


Financial Risk Management 


Principal Fair Value 
December 31, 1995 (millions of dollars) Amount Gain/(Loss) 
U.S. dollar net asset hedges US850.0 7.8 
Related interest rate hedges 
Canadian dollars Visor 5.6 
U.S. dollars US275.0" (0.9) 
U.S. dollar transaction hedges WSS75t5 V7 
Interest rate hedges 
Short-term debt TSO 0.1 
Long-term debt US50.0* 0.2 


*Represents notional principal amounts. 


TransCanada’s U.S. dollar asset position at December 
31, 1995 was 86 per cent hedged on an after-tax basis 
using U.S. dollar denominated debt, cross-currency 
swaps and forward foreign exchange contracts. Some of 
the financial instruments used to hedge the U.S. dollar 
net assets have interest rate risk and this risk has been 
hedged using interest rate swaps and forward rate 
agreements. Most of TransCanada’s non-regulated U.S. 
dollar operating transactions are conducted in the 
energy marketing operations. These transactions are for 
varying terms and the majority of our foreign exchange 
exposure has been hedged using forward foreign 
exchange contracts for periods up to five years. 
TransCanada also hedges interest rate risk on outstanding 


commercial paper and certain long-term debt. 


Energy Price Risk Management 


Fair Value 

Gain/(Loss) 

Notional (millions of 

December 31, 1995 Volumes dollars) 

Natural gas price hedges 431.4 Bef 30.4 
Crude oil and refined 

products price hedges 5.0 MMBbls (0.2) 
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In the energy marketing operations, net positions are 
used to determine TransCanada’s strategy in managing 
exposures. TransCanada manages the physical flows of 
energy commodities and prices by entering into 
contracts which offset energy commodity purchases 
and sales and establish the prices of both. To the 
extent that prices of the physical flows cannot be 
matched, futures contracts, swaps and put options are 
used to reduce price risk. Price risk results from the 
different indices used for determining purchase and sale 
prices, from the different delivery points used, or from 


a mix of fixed and variable prices. 


Environment 

TransCanada is strongly committed to the protection of 
the environment. Central to this commitment is the need 
to ensure that all decisions affecting the environment are 
made with full consideration of their current and 
potential future effects. Our standards meet current 
government standards. Where there is a demonstrated 
benefit, considering the economic and technical viability, 


TransCanada strives to exceed these standards. 
OUTLOOK 
Canadian Mainline and Interconnected Pipelines 


Canadian Mainline 

Rate of Return on Common Equity The rate of return 
on common equity for the Canadian mainline is based 
on a pre-determined adjustment mechanism, as 
approved in the NEB’s Multi-Pipeline Cost of Capital 
Decision in April 1995. The deemed common equity 
ratio is set at 30 per cent. The allowed common equity 
return for 1996 has been set at 11.25 per cent, 

a decrease of one per cent from the return approved 
for 1995. This will reduce earnings in 1996 for the 
Canadian mainline by approximately $21 million or 
10 cents per share. Approximately six cents per share 
of this decrease will be offset as a result of the 
forecasted increase in average rate base to $7.1 billion, 


from $6.8 billion in 1995. 
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Incentive Regulation In December 1995, TransCanada 
negotiated an Incentive Cost Recovery and Revenue 
Sharing Settlement (the Settlement) with its major 
domestic and export customers and suppliers. It 
provides for an equal sharing between TransCanada and 
its shippers of controllable cost variances above or 
below a predetermined target, which is reset each year, 
and a one-third/two-thirds sharing of discretionary 
transportation service revenues above a predetermined 
target. The Settlement also allows for a sharing of savings 
and costs that result from foreign exchange and interest 
rate management programs. This Settlement was 
approved by the NEB on February 22, 1996 and extends 
for a four-year term commencing January 1, 1996. 
This Settlement should provide additional 
incentive for the employees of the Canadian mainline 
to manage costs to increase profits, while the Company 
continues to operate the system safely and reliably. As 
a result of the sharing of discretionary revenues, 
management of throughput on the system will also be 
rewarded through increased profits. 
Capital Expenditures Capital expenditures for 1996 
are expected to be approximately $668 million, of 
which about $455 million relates to expenditures for 
capacity increases on the Canadian mainline. These 
increases will allow for the shipment of incremental 
volumes of 192 million cubic feet (MMcf) per day, 
61 per cent of which is for domestic volumes. 
Expansion of the Canadian mainline cannot proceed 
without first receiving NEB approval and approval has 
been received for most of the 1996 capital program. 
TransCanada has received many requests for 
new services for 1997. Of these requests, approximately 
126 MMcf per day could be included in an expansion 
program that would result in capital expenditures of 
$274 million. This, together with other capital 
expenditures, results in an expected capital program of 


over $400 million in 1997. 
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Business Risks 
(i) Stress Corrosion Cracking 

On July 29, 1995, a line break occurred on the 

Canadian mainline adjacent to the TransCanada’ 

compressor station near Rapid City, Manitoba. 

The line break was caused by stress corrosion 

cracking (SCC). SCC involves a complex process 

which can result in the formation of cracks on the 
surface of a buried pipeline. This line break was 
the seventh rupture on the Canadian mainline due 
to SCC since 1985, and was the first evidence of 

any significant SCC in western Canada. As a 

result, TransCanada accelerated and expanded its 

SCC investigative program in western Canada. 

The program was previously focused in Ontario. 

The NEB has announced a public inquiry 
into SCC on Canadian oil and gas pipelines and 
has established an inquiry panel to meet with 
research and science experts and to hold a public 
hearing in Calgary in April 1996. One of the 
possible outcomes of the inquiry is that 

TransCanada may be ordered to reduce the pressure 

at which gas is transported on the system, which 

would have a detrimental effect on throughput 

volumes. TransCanada believes that our extensive 
program to detect SCC significantly mitigates the 
risk and that a reduction of delivery pressure will 

not lessen the problems associated with SCC. . 
(1) Gas Supply 
The gas supply pool for the Canadian mainline is 
the Western Canadian Sedimentary Basin, which 
holds 30 per cent of the combined U.S. and 
Canadian proven reserves. TransCanada’s prices 
are competitive with USS. carriers now and we 
believe that they should continue to be so in the 
long term. 

TransCanada currently transports 
approximately one half of the total natural gas 
volumes produced in Alberta. We expect that, given 
the surplus production capacity in the province, 
producers will continue to rely on TransCanada to 


provide access to markets east of Alberta. 
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(iii) Other 
Over the past few years, the remaining term of 
transportation contracts has decreased. This creates 
uncertainty for the Canadian mainline in that it 
becomes difficult to determine whether existing 
capacity is sufficient to meet future demand. 
Consequently, we will only build additional 
facilities to meet projected requirements of 
prospective new shippers when the transportation 
contract is for a minimum term of ten years. 

The deregulation of the electric power industry 
creates another uncertainty. Customers of the 
Canadian mainline include independent power 
producers that use natural gas to fuel their power 
plants. The competition resulting from deregulation 
may affect the quantity of power generated by 
these plants and consequently the volumes of the 
gas transported to them by TransCanada. 

Both of these factors indicate some uncertainty 
about future market demand for natural gas 
but are not expected to have a material effect on 


financial results. 


Interconnected Pipelines 
No substantial changes are expected in 1996 in the 
operations of the interconnected North American 
pipelines. In 1995, Northern Border filed an 
application with the U.S. Federal Energy Regulatory 
Commission (FERC) to expand pipeline capacity from 
the Canadian border to Harper, Iowa and extend the 
system from Harper to a point near Manhattan, Illinois. 
If approved, the expected in-service date is early 1998. 
The Tuscarora pipeline, which commenced 
operations in December 1995, is expected to 


contribute a full year of earnings in 1996. 


Projects 

TransCanada has announced its intention to purchase 
a 20 per cent interest in the proposed Portland system 
(Portland) to extend natural gas service into the USS. 
northeast. Portland will consist of a US$240 million, 
250-mile (403-kilometre), 20-inch pipeline from the 
Canada/U.S. border near Highwater, Québec to 
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Portland, Maine, then connect with Tennessee Gas near 
Haverhill, Massachusetts. Initial capacity is 175 MMcf 
per day, expandable through the addition of 
compression to 330 MMcf per day. Portland expects to 
file a certificate application with the FERC by March 
31, 1996. If approved and built, the expected in-service 
date is November 1, 1998. 

Portland will provide another market for 
Canadian natural gas into the U.S. northeast and add 
additional diversification for the Canadian mainline. If 
Portland is approved, TransCanada intends to build a 
54-kilometre extension of the Canadian mainline to 
Highwater and add additional looping and compression 
facilities. TCGS intends to contract for 30 MMcf per 


day of firm service on Portland. 


Energy Management 

The strategy for the Energy Management operations 
is to find customers who want energy in any form 
and then to acquire and deliver that energy profitably. 
This segment of the business is expected to generate 
shareholder value from returns greater than those 
that can be earned in regulated businesses, primarily 
through the construction and acquisition of assets 
such as the Express pipeline project (Express), 


discussed below. 


Energy Marketing 

The energy marketing operations are not expected to 
generate significantly greater earnings in 1996 than 
they did in 1995, due to the competitive nature of the 
business and the resultant narrow margins. 

The cornerstone of our gas marketing business 
continues to be our netback marketing arrangements. 
The netback marketing arrangement gives our largest 
supply pool access to a variety of long and short-term 
markets tied to a number of geographically different 
price indices. Market diversity provides an advantage 


that we believe is important to future success. 
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Our non-netback business generates both long 
and short-term profits using our marketing and 
hedging expertise. During 1995, the merger of the gas 
marketing operations allowed for a sharing of expertise 
and experience that presented several opportunities. 
After examining the alternatives, several deals were 
concluded in 1995 which will generate revenues for 


the next four years. 


Assets 

Power Generation Construction of the power generation 
plants at North Bay and Kapuskasing in Ontario 

is on schedule and is expected to be completed in 


December 1996. Consequently, there will not be a 


substantial change in power generation earnings in 1996. 


ANG On January 19, 1996, TransCanada announced 
that management of ANG had been advised that 
TransCanada proposed to offer to purchase all of the 
shares of ANG not already owned by TransCanada at a 
price of $25.75 per share. The price has subsequently 
been increased to $26.25 per share. ANG shareholders 
who accept the offer will have the option of cash or 
TransCanada common shares having an equivalent 
value to $26.25 based on the weighted average trading 
price of TransCanada common shares on the Toronto 
Stock Exchange on the ten consecutive trading days 
ending on March 8, 1996. 

At December 31, 1995, TransCanada owned 
12.8 million common shares or 49.5 per cent of ANG. 
The offer will be subject to receipt of necessary 
regulatory approvals and to a number of conditions, 
including that two-thirds of the ANG shares owned 
by minority shareholders are tendered to the offer. 
The offer was mailed to shareholders of ANG on 
February 15, 1996. 
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Projects 

As part of TransCanada’s strategy to increase our 
returns and shareholder value, we continue to assess the 
construction or acquisition of energy-related businesses 
that build on our current core competencies. Since 
most of these projects are still in the development stage 
and require substantial construction time, they will not 
have a significant impact on earnings in 1996. However 
the progress made in 1995 indicates that steps have 


been taken to achieve our strategy. 


Express TransCanada and Alberta Energy Company 
Ltd., as equal partners in Express, filed a Facilities 
Application with the NEB seeking approval to build 

a 170,000 barrel per day, multi-batch crude oil pipeline 
from Hardisty, Alberta to Casper, Wyoming, which 

will cost approximately $530 million. In Wyoming, 
Express will connect with other pipelines so that crude 
oil can reach Salt Lake City, Utah and areas south of 
Chicago, Illinois. Express has the potential to be 
expanded to 280,000 barrels per day. 

In December 1995, an “open season” identified 
potential customer shipping commitments amounting 
to 145,000 barrels per day, or approximately 
85 per cent of available capacity. A joint hearing by 
the NEB and the Canadian Environmental Assessment 
Agency on the Facilities Application commenced on 
January 15, 1996.The outcome of this hearing cannot 
be predicted. 

The acquisition of Platte Pipeline Company 
(Platte), an integral part of the Express project, was 
announced on January 15, 1996 and is expected to be 
completed on February 29, 1996. Platte consists of 
more than 940 miles of pipeline from Casper, Wyoming 
to Wood River, Illinois, 335 miles of gathering systems, 
and oil tank storage capacity of 3.8 million barrels. 

Express, and the related acquisition of Platte, are 
part of the Energy Management strategy. TransCanada’s 
gas pipeline expertise will be combined with our crude 
oil marketing expertise to create a new business line. 
Beyond the pipeline investment itself, TransCanada is 
considering add-on investments such as storage, 


processing, gathering and tankage. 
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Global 

Internationally, TransCanada’s strategy is to exploit our 
core competencies in constructing and operating 
pipelines by participating in energy-related businesses 
outside of North America, with an objective to earn 
returns higher than those approved for the Canadian 
mainline. We intend to focus our efforts in Latin 
America, Southeast Asia and the Middle East. 

TransCanada recognizes that investing in foreign 
countries has different and sometimes greater risks than 
investing in North American operations. Before making 
an investment decision, a country risk analysis is 
performed which evaluates the economic and other 
risk characteristics and results in a rating relative to the 
risk profile. The maximum amount we will invest in 
any particular country is dependent upon the rating 
received. Each individual project is also evaluated to 
determine if it will add shareholder value through 
returns higher than the cost of capital to be invested in 
the project. Since the projects currently under 
development require the construction of a significant 
amount of facilities, earnings will be minimal from 
them in 1996. However, we believe that our progress in 
Colombia is evidence that TransCanada’s global strategy 
is being achieved. 

TransCanada’s focus will be to invest in and 
operate pipeline businesses, although other types of 
energy infrastructure businesses will be used to gain a 
presence in a country, if appropriate. It is also our 
intention to concentrate efforts at any one time on 
fewer projects, focusing on those that require a larger 
investment and which will generate earnings in the 
next five years. It is our practice to expense costs related 
to the investigation and development of these projects 


until such time as they become commercially viable. 
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OCENSA 

Construction of the expansion to the oil pipeline from 
the Cusiana and Cupiagua oil fields to the port of 
Coverias on the Caribbean coast commenced in 1995 
and the planned completion date is late 1997. Our 
involvement in the operations of the existing pipeline 
began in December 1995. Earnings from this 
investment were first recognized in 1995 and are 
expected to approximate $10 million in 1996. 
TransCanada expects to invest a total of about 


$102.6 million in this pipeline in 1996 and 1997. 


TransGas de Occidente S.A. 

Construction work on the natural gas pipeline from 
Mariquita to Cali began in January 1996 and will be 
ongoing throughout 1996. No earnings are anticipated 
from this project until 1997 when the pipeline is 
expected to commence service. No cash contributions 


from TransCanada are expected to be required in 1996. 


Songo Songo 

Development work is continuing on the Songo Songo 
natural gas field, including gas processing and 
transportation facilities, in Tanzania. Assuming funding is 
arranged, all phases of the project are expected to be in 
commercial operation by 1998. TransCanada’s 
investment in this project is estimated to be 


US$35 million. 
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DEFINITIONS 
The following sets out the definitions used by 
TransCanada for certain terms referred to elsewhere in 


this document. 


Regulated Operations 

Rate Base Is the sum of the cost, net of accumulated 
depreciation, of the assets used in the transmission of 
natural gas, principally, gas plant in service, plus or 
minus the balance of certain deferred amounts. 

Gas Plant in Service Consists primarily of the pipe and 
compression facilities used in the transmission of 
natural gas. 

Allowance for Funds Used During Construction Is an 
allowance to compensate for the cost of financing debt 
and equity funds used during construction of rate base. 
This allowance is capitalized (added to the cost of the 
gas plant under construction). It is calculated using the 
allowed rate of return on rate base. 

Rate of Return on Common Equity Is the component of 
the rate of return on rate base which represents the 
return earned on behalf of the common shareholders. 
Deemed Common Equity Component Is the amount of 


common equity deemed to be dedicated to finance rate 


base and is also referred to as the common equity ratio. 


Financial and Energy Price Risk Management Activities 
Cross-Currency Swap Is a transaction in which two 
counterparties agree to exchange principal and interest 
denominated in different currencies based on an 


agreed-upon currency exchange rate. 


Metric Conversion Table 


Forward Foreign Exchange Contract Is a contract to pay or 
receive specific amounts of a currency at a future date 
in exchange for another currency at an agreed-upon 
exchange rate. 

Range Forward Contract Is a combination of a buy 
option and a sell option for foreign currency, which 
caps a potential benefit and provides a floor, or bottom 
limit, for a potential loss. 

Interest Rate Swap Is an agreement in which one 
counterparty agrees to pay a fixed rate of interest to 
the other counterparty in exchange for a variable rate 
of interest on a fixed notional principal amount over a 
specified period of time. 

Forward Rate Agreement Is an agreement to exchange 
dollar amounts at a specified future date based on the 
difference between a particular interest rate index and 
an agreed-upon fixed interest rate. 

Futures Contract Is a standardized contract traded on an 
organized exchange, which obligates one party to buy 
and another party to sell a specific asset at a future date. 
Price Swap Is an agreement in which one counterparty 
agrees to pay a fixed price for a commodity to the 
other counterparty in exchange for a price based on a 
commodity index. The payments are based on fixed 
notional quantities. 

Basis Swap Is an agreement in which one counterparty 
agrees to pay a floating price based on a commodity 
index at a certain delivery point in exchange for the 
floating price on the commodity futures market. 
Option Is a contract that provides the option holder the 
right, but not the obligation, to buy or sell the 


underlying instrument. 


The conversion factors set out below provide only approximate conversions. To convert from Metric to Imperial, multiply by 
the factor indicated. To convert from Imperial to Metric, divide by the factor indicated. 


Metric Imperial Factor 
kilometres miles 0.62 
millimetres inches 0.64 
kilowatts horsepower 1.34 
gigajoules million British thermal units 0.95 
cubic metres* cubic feet Cioy.6! 
cubic metres — (liquid measure) barrels 6.29 


* The conversion is based on natural gas at a base pressure of 101.325 kilopascals and a base temperature of 15 degrees Celsius. 
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Consolidated Income 


Year ended December 31 (millions of dollars except per share amounts) 


1995 


Revenues 
Cost of Sales 
Other Costs and Expenses 


Depreciation 


Operating Income 

Other Expense/(Income) 

Financial charges (Note 9) 

Financial charges of joint ventures (Note 9) 
Allowance for funds used during construction 


Interest and other income 


Income before Income Taxes 
Income Taxes (Note 77) 
Net Income 


Net Income Per Share (Note 13) 


The accompanying notes to the consolidated financial statements are an integral part of these statements. 
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7,005.6 
4,698.2 
875.4 
320.3 
5,893.9 


1,111.7 


508.8 
89.3 
(12.1) 
(14.7) 
571.3 
540.4 
142.9 
397.5 
$1.75 


1994 1993 
5,218.5 4,531.7 
3,100.3 2,529.3 
789.0 757.6 
306.4 283.4 
4,195.7 3,570.3 
1,022.8 961.4 
474.3 464.0 
92.9 91.6 
(12.5) (21.1) 
(6.0) SALA) 
548.7 520.1 
474.1 441.3 
es 85.7 
358.6 355.6 
$1.60 $1.62 
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Consolidated Changes in Financial Position 


Year ended December 31 (millions of dollars) 


Cash Generated From Operations 

Net income 

Depreciation 

Deferred income taxes 

Allowance for equity funds used during construction 
Other 

Funds generated from operations 


Decrease/(increase) in operating working capital (Note 76) 


Investment Activities 
Capital expenditures (Note 2) 


Deferred amounts and other 


Dividends Paid 

Financing Activities 

(Decrease)/increase in notes payable 

Long-term debt issued 

Reduction of long-term debt 

Increase/(decrease) in non-recourse debt of joint ventures 
Preferred shares issued 

Preferred shares redeemed or repurchased 


Common shares issued 


Increase/(Decrease) in Cash and 
Short-Term Investments 


Cash and Short-Term Investments 
- at beginning of year 
Cash and Short-Term Investments 


- at end of year 


The accompanying notes to the consolidated financial statements are an integral part of these statements. 
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1995 


(673.7) 
18.8 

(654.9) 

(248.4) 


(114.5) 
441.1 
(187.9) 

31.5 
98.5 
(50.0) 
87.3 
306.0 


105.7 


113.3 


219.0 


1994 1993 
358.6 355.6 
306.4 283.4 
(13.7) (38.6) 

(5.4) (8.9) 

1.4 9.2 
647.3 600.7 

(62.2) 108.5 

585.1 709.2 
(623.0) (833.1) 

7) 65.7 
(634.7) (767.4) 
(229.1) (211.3) 

SS (99.0) 
248.3 366.8 

(108.6) (577.8) 

(40.6) (32.9) 
103.0 te 
(75.2) (5.5) 

82.8 129 
302.0 (275.5) 

23.3 (545.0) 

90.0 635.0 
113.3 90.0 
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Consolidated Financial Position 


December 31 (millions of dollars) 


ASSETS 


Current Assets 

Cash and short-term investments (Note 6) 
Accounts receivable 

Storage inventory 

Other 


Equity Investments (Note 4) 
Plant, Property and Equipment (Notes 3, 7 and 8) 
Deferred Amounts (Note 14) 


LIABILITIES AND SHAREHOLDERS’ EQUITY 
Current Liabilities 

Notes payable (Note 6) 

Accounts payable 

Income taxes payable 

Interest accrued 

Dividends payable 

Long-term debt due within one year (Note 7) 


Non-recourse debt of joint ventures due within one year (Note 8) 


Long-Term Debt (Note 7) 

Non-Recourse Debt of Joint Ventures (Note 8) 

Deferred Income Taxes 

Convertible Debentures (Note 10) 

Preferred Shares (redeemable) (Note 12) 

Equity Preferred Shares and Common Shareholders’ Equity 
Equity preferred shares (Note 13) 

Common shares (Note 13) 

Contributed surplus 

Retained earnings 


Foreign exchange adjustment 


Contingencies (Note 17) 


The accompanying notes to the consolidated financial statements are an integral part of these statements. 


el behalf of the Board: 5 hog 


Harry G. Schaefer 


George W. Watson 
Director 
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1995 


219.0 
677.0 
84.2 
13.0 
993.2 
240.9 


9,041.1 


118.5 


 10,393.7 


59.9 
595.3 
75.2 
156.3 
66.4 
358.7 
42.8 
1,354.6 
4,352.1 
973.1 


| 1347 


150.0 
662.6 


1,231.0 
264.6 
1,234.4 
36.6 
2,766.6 


10,393.7 


1994 


113.3 
641.9 
92.6 
1372 
861.0 
153.9 
8,760.2 
151.3 
9,926.4 


174.4 
634.3 
6.5 
(5651 
62.0 
188.3 
99.0 
1,320.6 
4,252.3 
907.9 
146.6 
150.0 
612.6 


197.0 
946.7 
266.8 
1,089.7 
36.2 
2,536.4 


9,926.4 
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Consolidated Contributed Surplus and Retained Earnings 


Year ended December 31 (millions of dollars except per share amounts) & 1995 1994 1993 


Contributed Surplus 


Balance at beginning of year 266.8 266.8 269.6 
Share issue expenses (2.2) - (2.8) 
Balance at end of year 264.6 266.8 266.8 


Retained Earnings 
Balance at beginning of year _ 1,089.7 965.2 825.7 


Net income «3975 358.6 355.6 
| 1,487.2 1,323.8 1,181.3 

Dividends _ 
Preferred (redeemable) - 47.4 46.6 46.6 
Equity preferred and common 205.4 187.5 169.5 
«252.8 234.1 216.1 
Balance at end of year 1,234.4 1,089.7 965.2 


Dividends declared per common share : $1.02 $0.94 $0.86 


The accompanying notes to the consolidated financial statements are an integral part of these statements. 


Auditors’ Report KPMG! 
To the Shareholders of TransCanada PipeLines Limited 


We have audited the consolidated statements of financial position of TransCanada PipeLines Limited as at 
December 31, 1995 and December 31, 1994 and the consolidated statements of income, contributed surplus 
and retained earnings and changes in financial position for each of the years in the three-year period ended 
December 31, 1995. These financial statements are the responsibility of the Company's management. Our 
responsibility is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with generally accepted auditing standards. Those standards 
require that we plan and perform an audit to obtain reasonable assurance whether the financial statements are 
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement presentation. 

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial 
position of the Company as at December 31, 1995 and December 31, 1994 and the results of its operations and 
the changes in its financial position for each of the years in the three-year period ended December 31, 1995 in 
accordance with Canadian generally accepted accounting principles. 


KM ert Norn Ueare 


Chartered Accountants 
Calgary, Canada 
January 19, 1996 
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Notes to Consolidated Financial Statements 


TransCanada PipeLines Limited (the Company or TransCanada) is one of North America’s leading transporters 
and marketers of natural gas. The Company's principal business, which accounts for the majority of operating 
income, is the operation of its Canadian natural gas transmission system (the Canadian mainline) and 
its investments in interconnected pipelines in Canada and the United States. Natural gas is transported primarily 
to regional natural gas distribution and transmission companies in Canada and the United States. The energy 
management business includes the marketing of natural gas, crude oil and related refined products, the 
management of assets such as independent power generation plants, natural gas liquids extraction plants and 
carbon black manufacturing facilities and the coordination of these marketing and asset management activities. 
The Company's activities also include developing and investing in energy-related businesses in North America 
and internationally. 


NOTE 1. Accounting Policies 


The consolidated financial statements of the Company have been prepared by Management in accordance with 
accounting principles generally accepted in Canada (Canadian GAAP). These accounting principles are different 
in some respects from those generally accepted in the United States (U.S. GAAP) and the significant differences 
are described in Note 18, “Significant Differences Between Canadian and U.S. GAAP”. Amounts are stated in 
Canadian dollars unless otherwise indicated. 

In the preparation of these consolidated financial statements, Management has made estimates and 
assumptions that affect the recorded amounts of certain of the Company's assets, liabilities, revenues and 
expenses, and the amounts disclosed for contingent liabilities. 

The significant accounting policies of the Company are summarized below. 


Basis of Presentation 

The consolidated financial statements include the accounts of TransCanada PipeLines Limited and its 

subsidiaries and its proportionate share of the accounts of its joint ventures. The Company uses the equity 

method of accounting for investments in affiliates over which it is able to exercise significant influence. 
Investment and project costs incurred during the development stage are expensed until the project is 

considered to be commercially viable, after which costs are capitalized. 


Regulation 

The Company's Canadian mainline operations are subject to the authority of the National Energy Board (NEB) 
with respect to the determination of tolls, construction, operations and related accounting for natural gas 
transmission. The interconnected pipelines and Ocean State Power Plant are also subject to the authority of 
certain regulatory bodies. In order to achieve a proper matching of revenues and expenses, the timing of 
recognition of certain revenues and expenses in these businesses may differ from that otherwise expected 
under generally accepted accounting principles applicable to non-regulated businesses. 
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Cash and Short-Term Investments 
The Company's short-term investments are considered to be cash equivalents and are recorded at cost, which 


approximates current market value. 


Financial Instruments 
The Company utilizes financial instruments to reduce its exposure to fluctuations in foreign currency exchange 
rates, interest rates and energy prices. Gains and losses relating to financial instruments that are hedges are 
deferred and recognized in the same period and in the same financial statement category as the corresponding 
hedged positions. Premiums paid or received with respect to financial instruments are deferred and amortized 
to income over the term of the hedge. 

Senior Management of the Company monitors all transactions involving financial instruments and 
approves such transactions depending on size or scope. 


Storage Inventory 
Storage inventory is carried at the lower of average cost or net realizable value. 


Plant, Property and Equipment 

Canadian Mainline and Interconnected Pipelines 

Gas transmission plant of the Canadian mainline and interconnected pipelines is carried at cost. Depreciation is 
calculated on a straight-line basis using rates approved by the regulators. Pipelines and compression equipment 
are depreciated at annual rates ranging from two to five per cent and metering and other fixed assets at various 
rates. Removal and site restoration costs are not determinable and will be recorded when reasonably estimable 
and as approved by the regulators. An allowance for funds used during construction is capitalized and included 
in the cost of gas transmission plant using the rate of return on rate base approved by the regulators. 


Energy Management and Other 

Power generation and other plant and equipment are carried at cost. Plant and equipment used in power 
generation operations are depreciated on a Straight-line basis over estimated service lives at annual rates from 
four to 20 per cent. Other plant and equipment are depreciated at various rates. Interest is capitalized on plant 
under construction and included in the cost of the plant. 


Foreign Currency Translation 

The Company's self-sustaining foreign operations are translated into Canadian dollars using the current rate 

method. Translation adjustments are reflected in the foreign exchange adjustment in shareholders’ equity. 
Exchange gains and losses on foreign currency debt related to the Canadian mainline are included in 

income when they are dealt with in the tollmaking process. 


Income Taxes 

The NEB has prescribed that the taxes payable method be used for income taxes related to gas transmission 
operations in Canada for toll making purposes. Since there is reasonable expectation that future taxes payable 
will be included in future costs of service and recovered in revenues at such time, this method is used for 
accounting purposes. The deferral method of accounting for income taxes is used for other operations. Canadian 
taxes are not provided on the unremitted earnings of foreign investments which are considered to be indefinitely 
reinvested in foreign operations. 
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Post-Employment Benefits Other Than Pensions 
The Company provides its retired employees with life insurance and medical benefits beyond those provided by 
government sponsored plans. The cost of these benefits is expensed when paid. 


Comparative Figures 


Certain comparative figures have been reclassified to conform with the current financial statement presentation. 


NOTE 2.Segmented and Other Information 


The Company operates in three business segments. 

(i) Canadian Mainline and Interconnected Pipelines 
The Company owns and operates the Canadian mainline which extends from Alberta into Québec. 
This segment also includes the Company's joint venture investments in the following interconnected 
pipelines: in the United States - the Great Lakes System, Northern Border Pipeline, the Iroquois System 
and Tuscarora Pipeline; and in Canada - Foothills Pipe Lines (Sask.) and Trans Québec & Maritimes 
Pipeline. The investigation, evaluation and development of new pipelines in North America is also included 
in this segment. 

(ii) Energy Management 
The Company's energy management activities include energy marketing and power generation in North 
America, including the Company's joint venture investment in the Ocean State Power Plant. This segment 
also includes gas storage, liquids extraction, carbon black manufacturing and the equity investment in 
Alberta Natural Gas Company Ltd. The investigation, evaluation and development of energy management 
projects in North America is also included in this segment. 

The TransCanada Energy Management subsidiaries undertake the energy marketing operations of 
the Company. TransCanada Gas Services Limited, as agent for TransCanada, administers the purchase of 
natural gas acquired under a netback pricing arrangement with Alberta producers and the subsequent sale 
of this natural gas. TransCanada Gas Services Limited also enters into contracts for the purchase and sale of 
natural gas. Other subsidiaries of TransCanada Energy Management enter into contracts for the purchase 
and sale of crude oil, refined products, natural gas liquids and electricity. 

The Company's purchase of the Northridge group of companies was completed on October 28, 1994 
and these financial statements include the results of Northridge from that date. Had the Company 
acquired Northridge at the beginning of 1993, revenues would have increased by $2,632.4 million and 
$2,737.3 million for 1994 and 1993, respectively. The effect of this acquisition on net income and net 
income per share is not material for 1994 or 1993. 

(iii) Global 
This segment includes the investigation, evaluation and development of international energy-related 
business opportunities and the Company's investments in, and income from, global projects. 
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(a) Business Segments 


Year ended December 31 (millions of dollars) 1995 
OPERATIONS 
Canadian Mainline and Interconnected Pipelines 
Operating revenues 2,017.1 
Costs and expenses 676.3 
Depreciation 297.3 
Project development (0.3) 
973.3 
Operating income 1,043.8 
Energy Management 
Operating revenues - energy marketing 4,780.9 
Operating revenues - other 183.8 
Income from equity investment 19.1 
4,983.8 
Cost of sales 4,698.2 
Other costs and expenses 169.5 
Depreciation 23.0 
Project development 6.3 
4,897.0 
Operating income 86.8 
Global 
Income from equity investments 4.7 
Costs and expenses 13.1 
Project development 10.5 
23.6 
Operating loss (18.9) 
Revenues by Geographic Segment 
Canada - domestic 2,916.2 
Canada - export 1,986.1 
United States & International 2,103.3 
7,005.6 
Operating Income by Geographic Segment 
Canada 922.6 
United States & International 189.1 
1,111.7 
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1994 1993 
1,866.0 7782 
610.7 593.1 

282.2 261.8 
13.0 0.8 
905.9 855.7 
960.1 917.5 
37634 2,581.4 
175.1 164.6 

14.3 12.5 
3,352.5 2,758.5 
3,100.3 2,529.3 

150.9 144.1 
24.2 21.6 
2.5 17.0 
3,277.9 2,712.0 
74.6 46.5 
5.3 pee 

6.6 1.6 

11.9 2.6 

(11.9) (2.6) 
2,508.3 2,099.0 
1,857.2 1,720.9 

853.0 711.8 
5,218.5 4,531.7 
838.0 787.4 
184.8 174.0 
1,022.8 961.4 
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Year ended December 31 (millions of dollars) 1995 1994 1993 


CAPITAL EXPENDITURES 
Canadian Mainline and Interconnected Pipelines 540.3 555.4 838.3 
Less allowance for equity funds used during construction 5.4 5.4 8.9 
534.9 550.0 829.4 
Energy Management 85.8 48.1 Sy, 
Global 53.0 24.9 - 
673.7 623.0 833.1 
December 31 (millions of dollars) 1995 1994 
ASSETS 
Canadian Mainline and Interconnected Pipelines 
Canada 7,372.2 7,164.6 
United States 1,586.0 1,564.3 
8,958.2 8,728.9 
Energy Management 
Energy Marketing (primarily current assets) 
Canada 384.6 460.3 
United States 178.7 118.2 
563.3 578.5 
Other 
Canada 371.6 310.7 
United States 206.0 DINOS 
é 577.6 530.6 
Global 78.2 24.9 
Corporate 216.4 63.5 
10,393.7 9,926.4 


(b) Principal Customers 
The following table sets forth the Company's revenues generated from the sale and transmission of natural gas 
to its five principal customers. 


Year ended December 31 (millions of dollars) 1995 1994 1993 
The Consumers’ Gas Company Ltd. 424.5 528.3 488.1 
Westcoast Energy Inc. 376.7 433.2 422.2 
Alberta Northeast Gas, Limited 298.6 322.8 336.8 
Gaz Métropolitain, inc. 216.3 327.4 273.0 
Natural Gas Pipeline Company 139.9 WS 7 183.3 
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NOTE 3. Plant, Property and Equipment 


1995 1994 
Accumulated Net Net 
December 37 (millions of dollars) Cost Depreciation Book Value Book Value 
Canadian Mainline 
Pipeline 6,757.5 1,639.3 5,118.2 5,142.3 
Compression 1,904.6 473.0 1,431.6 1,300.2 
Metering and other 323.7 80.0 243.7 158.9 
8,985.8 2,192.3 6,793.5 6,601.4 
Gas plant under construction 96.6 - 96.6 76.2 
9,082.4 2,192.3 6,890.1 6,677.6 
Interconnected Pipelines 
Pipeline 1,938.1 591.4 1,346.7 1,346.2 
Compression 385.6 101.6 284.0 284.5 
Metering and other 152.7 56.6 96.1 95.8 
2,476.4 749.6 1,726.8 1,726.5 
Gas plant under construction 19.9 - 19.9 16.6 
2,496.3 749.6 1,746.7 W743 
11,578.7 | 2,941.9 8,636.8 8,420.7 
Energy Management and Other 
Power Generation 
Plant and equipment 282.6 60.5 222.1 234.6 
Plant under construction 66.4 - 66.4 17.6 
Other 205.4 89.6 115.8 87.3 
554.4 150.1 404.3 SERS 
12,133.1 3,092.0 9,041.1 8,760.2 
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NOTE 4. Investments 


(a) Joint Venture Investments 


1995 1994 1993 

TransCanada’s TransCanada’s TransCanada's 

Proportionate Proportionate Proportionate 

TransCanada’s Share of TransCanada’s Share of TransCanada’s Share of 

Proportionate Income Proportionate Income Proportionate Income 

Share of Before Share of Before Share of Before 

December 31 (millions of dollars) Net Assets Income Tax Net Assets Income Tax Net Assets Income Tax 
Interconnected Pipelines 

Great Lakes System 370.3 64.5 396.0 71.9 325.2 58.4 

Northern Border Pipeline 225.7 30.7 242.0 31.8 PESO: 29.2 

Iroquois System 71.5 9.9 72.4 12.4 62.8 125 

Tuscarora Pipeline 23.4 0.8 - - - - 

Foothills Pipe Lines (Sask.) 31.3 5.9 28.5 5.2 29.7 Be, 

Trans Québec & Maritimes Pipeline 46.3 10.3 529 9.8 37.9 10.2 

Energy Management 

Ocean State Power Plant 101.3 19.7 108.3 20.1 107.8 BB |\ #44 

Other 68.0 13.5 65.0 10.9 36.4 ome) 

937.8 155.3 965.1 162.1 832.1 145.2 


Consolidated retained earnings at December 31, 1995, includes $300.2 million (December 31, 1994 - $304.6 million) 
which represents undistributed earnings from joint ventures. 


Interconnected Pipelines 

Great Lakes System TransCanada owns a 50 per cent interest in the Great Lakes System which connects to the 
Canadian mainline at Emerson, Manitoba and extends through the states of Minnesota, Wisconsin and Michigan 
to Sarnia, Ontario. 

Northern Border Pipeline TransCanada owns a 30 per cent interest in Northern Border Pipeline Company, a 
partnership which owns a natural gas pipeline beginning at the Canada/United States border near Monchy, 
Saskatchewan and extending through the mid-northern United States to Harper, lowa. 

Iroquois System TransCanada is the operator of and has a 29 per cent interest in Iroquois Gas Transmission 
System L.P., a partnership which owns a pipeline system beginning at the Canada/United States border near 
lroquois, Ontario, extending through the states of New York and Connecticut and ending in Long Island, New York. 


Tuscarora Pipeline TransCanada owns a 50 per cent interest in Tuscarora Gas Transmission Company, a 
partnership which owns a natural gas pipeline beginning at Malin, Oregon and ending in Reno, Nevada. 
Construction began in July 1995 and the pipeline commenced service during December 1995. 

Foothills Pipe Lines (Sask.) TransCanada is the operator of and owns 44 per cent of Foothills Pipe Lines (Sask.) 
Ltd., which owns a pipeline beginning at the Alberta/Saskatchewan border near Empress, Alberta, and extending 
through the province of Saskatchewan to the Northern Border pipeline at the Canada/United States border. 
Trans Québec & Maritimes Pipeline TransCanada owns a 50 per cent interest in TQM Pipeline Partnership, which 
owns a pipeline system in the province of Québec extending from Saint-Lazare, near Montréal, to a point just 
west of Québec City. The pipeline system is operated by Trans Québec & Maritimes Pipeline Inc., in which 


TransCanada has a 50 per cent interest. 
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Energy Management 

Ocean State Power Plant TransCanada has a 40 per cent interest in Ocean State Power, a partnership which owns 
a combined-cycle power generation plant located in Rhode Island. 

Other TransCanada has a 50 per cent interest in the Empress Il natural gas liquids extraction plant on the 
Alberta/Saskatchewan border. TransCanada also holds a 40 per cent interest in the CrossAlta gas storage facility 
located near Crossfield, Alberta and a 25 per cent interest in NrG Information Services Inc., which began 
providing a natural gas transportation electronic commerce service in 1995. 


Summarized Financial Information of Joint Ventures 
Summarized combined financial position, results of operations and changes in financial position information 
relating to the Company's pro-rata interest in joint ventures is as follows. 


December 31 (millions of dollars) 1995 1994 
Current assets 171.6 156.6 
Plant, property and equipment 1,989.5 U-SRECY 
Deferred amounts 11.9 Zs 
Current liabilities (151.8) (180.8) 
Long-term non-recourse debt (973.1) (907.9) 
Deferred income taxes (110.3) (108.8) 
Proportionate share of net assets of joint ventures 937.8 965.1 
Year ended December 37 (millions of dollars) 1995 1994 1993 
Revenues 520.5 506.2 473.5 
Costs and expenses (191.4) (167.2) (159.2) 
Depreciation (91.4) (89.6) (81.5) 
Financial charges and other (82.4) (87.3) (87.6) 
Proportionate share of income before income tax of joint ventures 155.3 162.1 145.2 
Year ended December 31 (millions of dollars) 1995 1994 1993 
Cash flow from operations 233.7 225.4 201.9 
Cash flow from investment activities (283.6) (199.1) (164.4) 
Cash flow from financing activities 59.6 ike (28.0) 


Proportionate share of changes in cash and 
short-term investments of joint ventures 9.7 28.0 SIS 


(b) Equity Investments 


December 31 (millions of dollars) 1995 1994 


Energy Management 


Alberta Natural Gas Company Ltd 164.2 115329 

Global 

TransGas de Occidente S.A. . 31.1 - 

Oleoducto Central S.A. 45.6 - 
240.9 153.9 


TransCanada’‘s consolidated retained earnings at December 31, 1995 includes $23.1 million (December 31, . 
1994 - $8.3 million) which represents undistributed earnings from equity investments. 
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Energy Management 

Alberta Natural Gas Company Ltd (ANG) At December 31, 1995, the Company owned 12.8 million common 
shares, or 49.5 per cent, of ANG. ANG's businesses include natural gas processing, services and transportation, 
as well as specialty chemicals. 

The quoted market value of the Company’s investment in ANG's common shares was approximately 
$259.7 million at December 31, 1995 (December 31, 1994 - $196.0 million). On January 19, 1996, TransCanada 
announced its intention to purchase all remaining shares of ANG at $25.75 per share, payable in cash or shares 
of TransCanada. The following tables present estimated summarized financial information of ANG. 


December 31 (millions of dollars) 1995 1994 

Current assets 191.4 203.2 

Plant, property and equipment (net) 570.7 522.7 

Other assets and deferred amounts (net) 8.2 5.8 

Current liabilities (225.7) (243.9) 

Long-term debt (211.1) (189.5) 

Deferred income taxes (79.9) (72.7) 

Equity 253.6 2256 

Year ended December 31 (millions of dollars) 1995 1994 1993 
Revenues 665.4 673.9 665.4 
Expenses (570.9) (610.0) (598.0) 
Interest expense (26.6) (21.9) (18.7) 
Other 2.4 ; 7A 13.4 
Income before income taxes 70.3 49.4 62.1 

Income taxes (24.5) (17.9) (28.7) 
Income from continuing operations 45.8 Sie5 Sot 
Global 


TransGas de Occidente S.A. (TransGas) TransCanada is the principal project manager and operator and has a 
34 per cent interest in TransGas which is constructing a natural gas pipeline system from Mariquita to Cali 
in Colombia. 

Oleoducto Central S.A. (QCENSA) TransCanada holds a 17.5 per cent interest in OCENSA, a Colombian pipeline 
company which owns and operates a pipeline, related transportation infrastructure and port facilities to transport 
oil from the Cusiana and Cupiagua fields to the Caribbean port of Covenas. Expansion of the facilities is currently 


under construction. 


NOTE 5. Financial Instruments 


The Company's activities include investing in foreign operations, issuing short and long-term debt including 
amounts in foreign currencies, and purchasing and selling energy commodities. These activities result in 
exposures to fluctuations in foreign currency exchange rates, interest rates and energy prices. The Company 
uses financial instruments to reduce the price or cash flow risk that may result from these activities. Interest 
and foreign exchange exposures related to the gas transmission operations in Canada are mitigated by the 


regulatory process. 
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The use of financial instruments creates credit exposure caused by the possibility that a counterparty to 
an instrument in which the Company has an unrealized gain fails to perform according to the terms of the 
contract. Credit exposure is minimized by dealing only with creditworthy counterparties in accordance with 
established credit approval practices. Futures contracts traded on the New York Mercantile Exchange are 
guaranteed by that institution and therefore have nominal credit risk. At December 31, 1995, credit exposure 
amounted to $52.2 million for foreign currency and interest rate instruments and $56.9 million for energy price 
risk instruments. The largest credit exposure to a single counterparty is $20.6 million. The Company's pro-rata 
share of the credit exposure of its joint ventures is $2.9 million. 

The tables that follow provide information on the Company's financial instruments but not on the 
corresponding positions that have been hedged. The carrying amounts shown in the tables are recorded in the 
Statement of Consolidated Financial Position. The carrying amounts of financial instruments related to U.S. dollar 
net asset hedges partially offset the foreign exchange adjustment in shareholders’ equity. Carrying amounts for 
interest rate swaps represent the net accrued interest from the last payment date to the reporting date. Swiss 
franc debt, outstanding in prior years and hedged by cross-currency swaps, was carried at the swapped amount. 
Foreign currency transactions hedged by foreign exchange contracts are recorded at the contract rate. 

The fair values of the Company's financial instruments have been determined using various methods, 
depending upon the nature of the instrument. Cash and short-term investments are valued at their carrying 
amounts due to the short period to maturity. The fair values of interest rate and cross-currency swaps, forward 
foreign exchange contracts, range forward contracts and energy price risk instruments have been estimated 
using December 31, 1995 and 1994 closing market rates. These fair values represent an estimate of the amount 
that the Company would receive or pay if the instruments were closed out at these dates. The fair values of the 
Company's long-term debt, non-recourse debt of joint ventures, convertible debentures and preferred shares 
were determined using market prices for the same or similar issues. 

Notional principal amounts in the tables are not recorded in the-financial statements because these 
amounts are not exchanged by the Company and its counterparties and therefore are not a.measure of the 
Company's exposure with respect to its use of financial instruments. Notional amounts are used only as the 
basis for determining payments for instruments such as interest rate swaps. 


Foreign Operations - U.S. Dollar Net Asset Hedges 

At December 31, 1995, the Company had net assets denominated in U.S. dollars, after deduction of the U.S. 
dollar subordinated debentures, of approximately US$549.0 million (December 31, 1994 - US$421.6 million), 
which creates an exposure to changes in the U.S./Canadian dollar exchange rate. The Company enters into 
cross-currency swaps, forward foreign exchange contracts and range forward contracts to hedge, on an after- 
tax basis, this exposure. The cross-currency swaps include a floating interest rate which the Company has 
partially hedged by entering into interest rate swaps and forward rate agreements. The fair values shown in the 
table below for foreign exchange risk are offset by related translation gains or losses in the foreign exchange 
adjustment in shareholders’ equity. 
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1995 


Carrying Fair 
Amount Notional Value 
December 31 (millions of dollars) Asset/(Liability) Principal Principal Asset/(Liability) 
Foreign exchange risk 
Cross-currency swaps (10.7) - US 600.0 (5.9) 
Forward foreign exchange contracts 11.4 o US 250.0 13.7 
Interest rate risk 
Interest rate swaps 
in Canadian dollars 0.1 217.5 - 5.6 
in U.S. dollars 0.1 US 150.0 - (0.8) 
Forward rate agreement - US 125.0 ~ (0.1) 
1994 
Carrying Fair 
Amount Notional Value 
December 31 (millions of dollars) Asset/(Liability) Principal Principal Asset/(Liability) 
Foreign exchange risk 
Cross-currency swaps (30.6) - US 200.0 (30.6) 
Forward foreign exchange contracts (0.3) - US 10.0 (0.4) 
Range forward contracts (0.8) US 30.0 - (0.8) 
Interest rate risk 
Interest rate swaps 
in Canadian dollars 0.1 BAAS - (9.2) 
in U.S. dollars 0.2 US 100.0 - 0.9 


U.S. Dollar Transaction Hedges 


The Company's energy marketing business purchases and sells natural gas, crude oil, refined products and 


natural gas liquids in U.S. and Canadian dollars. To reduce risk and protect margins when purchases and sales 


contracts are denominated in different currencies, the Company enters into forward foreign exchange contracts, 


having terms ranging from one month to five years, which establish the foreign exchange rate for the cash flows 


from these purchase and sale transactions. 


1995 
Carrying Fair 
Amount Value 
December 31 (millions of dollars) Asset/(Liability) Principal Asset/(Liability) 
Forward foreign exchange contracts 
Purchases 0.1 US 0.9 (0.1) 
Sales 11.8 US 374.6 17.8 
1994 
Carrying Fair 
Amount Value 
December 31 (millions of dollars) Asset/(Liability) Principal Asset/(Liability) 
Forward foreign exchange contracts 
Purchases 0.1 US 9.6 0.1 
Sales (0.4) US 54.7 (0.4) 
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Short-Term Debt Interest Rate Management 

The Company uses interest rate swaps, forward rate agreements and cross-currency interest rate swaps to 
reduce the cash flow risks associated with changes in floating interest rates on average outstanding commercial 
paper. Canadian dollar interest rate swaps convert the interest cost on commercial paper from a six-month 
floating rate to a one-month Bankers’ Acceptance rate. Forward rate agreements convert the interest cost on 
commercial paper from a one-month Bankers’ Acceptance rate to a fixed rate. Certain other U.S. dollar 
commercial paper has been converted through cross-currency swaps into Canadian dollars, with corresponding 
fixed-rate Canadian dollar interest obligations. 


1995 
Carrying : Fair 
Amount Notional Value 
December 31 (millions of dollars) Asset/(Liability) Principal Principal Asset/(Liability) 
Interest rate Swaps 0.1 50.0 - 0.1 
Forward rate agreement o 25.0 = - 
1994 
Carrying Fair 
Amount Notional Value 
December 31 (millions of dollars) Asset/(Liability) Principal Principal Asset/(Liability) 
Interest rate swaps 0.1 45.9 - 0.1 
Cross-currency swaps 6 ~ US 30.0 2.0 


Long-Term Debt Hedges 

The Company entered into an interest rate swap to convert the interest cost on a portion of the U.S. dollar 
subordinated debentures from a fixed to a floating rate. The subordinated debentures and the interest rate swap 
mature in 2006. 


1995 
Carrying Fair 
Amount Notional Value 
December 31 (millions of dollars) Asset/(Liability) Principal Asset/(Liability) 
Interest rate Swap (0.1) US 50.0 0.2 
1994 
Carrying Fair 
Amount Notional Value 
December 31 (millions of dollars) Asset/(Liability) Principal Asset/(Liability) 
Interest rate swap 0.1 US 50.0 (23) 


Debt denominated in Swiss francs, which matured in 1995, was converted through swap agreements, which 
also matured in 1995, into Canadian dollars with corresponding fixed-rate Canadian dollar interest obligations. 
The fair values of the cross-currency swaps were offset by the foreign exchange loss on the Swiss franc debt. 


1994 
Carrying Fair 
Amount Value 
December 31 (millions of dollars) Asset/(Liability) Principal Asset/(Liability) 
Cross-currency swaps 33.1 Sime SHS) Soules 
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Energy Price Risk Management 


The Company purchases and sells financial instruments to manage the price risk associated with sales, 


purchases and inventories of natural gas, crude oil and refined products. Futures contracts, which require the 


Company to buy or sell energy commodities at fixed prices, are used to reduce the risk associated with the 


portion of unmatched fixed price commitments. Price swaps are used to reduce the risk associated with a fixed 


or index price so that the price basis of purchase and sales contracts is matched. Basis swaps are used to 


reduce the risk associated with changes in prices at delivery and receipt points. The Company also uses put 


options to reduce the price risk related to holding inventories of energy commodities. The financial instruments 


have terms ranging from one month to five years. 


December 31 


Natural gas 
Futures contracts 
Swaps 
Crude oil and refined products 
Futures contracts 
Swaps 


Options 


December 31 


Natural gas 
Futures contracts 
Swaps 
Options 
Crude oil and refined products 


Futures contracts 
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Carrying Fair 

Amount Notional Notional Value 
Asset/(Liability) Voiume Volume Asset/(Liability) 
(millions of dollars) (Bcf) (MMBbIs) (millions of dollars) 
(1.8) 11.6 - (1.8) 

- 419.8 - 32.2 

0.1 - 1.7 0.1 
a — 2.2 (0.2) 
(0.1) - 1.1 (0.1) 

1994 

Carrying Fair 

Amount Notional Notional Value 
Asset/(Liability) Volume Volume Asset/(Liability) 
(millions of dollars) (Bcf) (MMBbIls) (millions of dollars) 
0.1 16.3 = (1.4) 

- 210.9 = 18.8 

0.1 {| (4 - 0.5 

0.1 = ay 0.7 
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Hedging Activities of Joint Ventures 
Certain of the Company's joint ventures enter into interest rate swaps to convert floating rate debt to a fixed rate. 


1995 
Carrying Fair 
Amount Notional Value 
December 31 (millions of dollars) Asset/(Liability) Principal Asset/(Liability) 
Interest rate swaps 2.7 US 195.0 (14.8) 
1994 
Carrying Fair 
Amount Notional Value 
December 31 (millions of dollars) Asset/(Liability) Principal Asset/(Liability) 
Interest rate swaps 207, US 222.6 yy, 


Other Financial Instruments 


The fair values below are provided solely for information purposes and are not reflected in the Company's accounts. 


1995 1994 

Carrying Fair Carrying Fair 

Amount Value Amount Value 

December 31 (millions of dollars) Asset/(Liability) Asset/(Liability) Asset/(Liability) Asset/(Liability) 

Cash and short-term investments 219.0 219.0 Wiese! lidses 
Long-term debt 

Canadian mainline (4,334.0) (4,984.6) (4,250.6) (4,464.2) 

Other (520.0) (597.8) (395.6) (436.1) 

Non-recourse debt of joint ventures (1,015.9) (1,045.1) (1,006.9) (1,010.4) 

Convertible debentures (150.0) (150.0) (150.0) (157.5) 

Preferred shares (redeemable) (662.6) (677.9) (612.6) (615.4) 
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NOTE 6.Cash and Short-Term 


(a) Cash and Short-Term Investments 


Investments and Notes Payable 


1995 
Weighted Weighted 
Balance at Average Interest Balance at Average Interest 
End of Year Rate Per Annum End of Year Rate Per Annum 


(millions of dollars) 


at End of Year 


(millions of dollars) 


at End of Year 


Cash and short-term investments 
in Canadian dollar accounts 
in U.S. dollar accounts 

Cash and short-term investments 

of joint ventures 
in Canadian dollar accounts 


in U.S. dollar accounts 


(b) Notes Payable 


5.6 5.0% 6.9 5.0% 
148.8 5.8% Bileo 6.1% 
0.3 4.6% 0.1 7.7% 
64.3 5.5% 54.8 5.7% 
219.0 1) Tey} 
1995 
Weighted Weighted 
Balance at Average Interest Balance at Average Interest 
End of Year Rate Per Annum End of Year Rate Per Annum 


(millions of dollars) 


Commercial paper 
in Canadian dollars 
in U.S. dollars 
Notes payable of joint ventures 
in Canadian dollars 
in U.S. dollars 


48.4 
0.1 


11.4 


59.9 


at End of Year 


(millions of dollars) 


at End of Year 


6.5% 
9.5% 


7.2% 


128.3 5.8% 
40.6 6.3% 
BS. 6.8% 
1.6 5.6% 
174.4 


The Company had unused lines of credit of $842.0 million at December 31, 1995 (December 31, 1994 - 
$967.2 million), of which $600.0 million (December 31, 1994 - $600.0 million) supported the Company's 
commercial paper program and the balance secured product purchases and was available for general corporate 
purposes. These borrowing arrangements are available to the Company at prime rates of Canadian chartered 
and U.S. banks and at other negotiated financial bases. The cost to maintain the unused portion of the lines of 
credit was approximately $0.8 million for the year ended December 31, 1995 (December 31, 1994 - $0.8 million). 
At December 31, 1995, the Company had outstanding letters of credit of $23.0 million to secure energy 


commodity purchases in 1996. 
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NOTE 7. Long-Term Debt 


1995 1994 
Weighted Weighted 
Outstanding Average Outstanding Average 
December 31 Interest December 31 Interest 
Maturity Dates (1) Rate (2) (1) Rate (2) 
CANADIAN MAINLINE 
First Mortgage Pipe Line Bonds 
Denominated in U.S. dollars 
(1995 - US$193.9; 1994 --US$2Z23.3) 1996 and 1997 264.7 16.2% 313.2 16.2% 
Denominated in Pounds Sterling 
(1995 and 1994 - £25.0) 2007 53.0 16.5% 54.9 16.5% 
Debentures 
Denominated in Canadian dollars 1996 to 2020 1,779.7 10.9% 77938, 10.9% 
Denominated in U.S. dollars 
(1995 and 1994 - US$800.0) 2012 to 2023 1,092.2 9.2% Ae 22e2 92% 
Notes 
Denominated in Canadian dollars 1996 to 2022 1,144.4 8.8% 980.5 8.8% 
4,334.0 4,250.6 
Foreign exchange differential recoverable 
through the tollmaking process _ (143.2) (205.6) 
Total 4,190.8 4,045.0 
OTHER 
Subordinated Debentures 
Denominated in U.S. dollars 
(1995 and 1994 - US$200.0) 2006 273.0 8.4% 280.5 8.4% 
Notes 
Denominated in Canadian dollars 1998 to 2005 247.0 9.5% 20.0 9.5% 
Denominated in Swiss francs 
(1995 - Nil; 1994 - SFr119.5) = - Coal SLM 
Total 520.0 395.6 
Total Long-Term Debt 4,710.8 4,440.6 
Less: Long-Term Debt Due Within One Year 358.7 188.3 
4,352.1 4,252.3 


(1) Amounts outstanding are stated in millions of Canadian dollars; amounts denominated in currencies other than Canadian dollars are 


stated in millions. 


(2) Weighted average interest rates are stated as at the respective outstanding dates and include, where applicable, effective interest rates 


resulting from swap agreements. 
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First Mortgage Pipe Line Bonds 

The Deed of Trust and Mortgage securing the Company's First Mortgage Pipe Line Bonds limits the specific and 
floating charges on the Company's assets to those assets comprising the present and future Canadian mainline 
and the Company's present and future gas transportation contracts. No further bonds will be issued under the 
Deed of Trust and Mortgage. The bonds denominated in U.S. dollars are subject to mandatory sinking fund 
provisions which require the Cornpany to retire prescribed amounts of each series annually prior to maturity. 


Notes 

In 1995, the Company continued its Canadian Medium-Term Note Program by filing a shelf prospectus that 
allows for the issuance of notes with a wide range of maturities at varying interest rates. At December 31, 1995, 
$789.1 million was available to be issued under this program. In addition, the Company may issue up to 
US$500 million of debentures or Medium-Term Notes under a shelf registration statement filed in the United 
States during 1995. 


Mandatory Retirements 

In addition to purchase fund requirements which are applicable in certain circumstances, mandatory retirements 
of all long-term debt of the Company, as a result of maturities and sinking fund obligations, approximate: 1996 
- $358.7 million; 1997 - $267.8 million; 1998 - $277.0 million; 1999 - $200.1 million; and 2000 - $175.9 million. 


NOTE 8. Non-Recourse Debt of Joint Ventures 


All of the debt of joint ventures is non-recourse to TransCanada. The security provided by the joint ventures Is 
limited to the rights and assets of the individual joint venture and does not extend to the rights and assets of 
TransCanada, except to the extent of TransCanada’s investment. The Company's pro-rata share of the debt of 


joint ventures is as follows. 
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1995 1994 
Weighted Weighted 


Outstanding Average Outstanding Average 
December 31 Interest December 31 Interest 
Maturity Dates (1) Rate (2) (1) Rate (2) 


Great Lakes System 
Senior Unsecured Notes 

(1995 - US$246.9; 1994 - US$250.0) 1996 to 2021 337.0 9.2% SoOs7 9.2% 
Northern Border Pipeline 


Senior Secured Notes 


(1995 and 1994 - US$75.0) 2003 102.4 8.4% 105.2 8.4% 
Bank Loan 

(1995 - US$48.0; 1994 - US$58.5) 1992 65.5 7.4% 82.1 7.3% 
Iroquois System 
Bank Loan 

(1995 - US$131.8; 1994 - US$137.2) 2006 to 2008 179.9 8.7% 192°5 8.6% 


Tuscarora Pipeline 


Senior Unsecured Notes 


(1995 - US$45.9; 1994 - Nil) 2010 62.7 7.1% ~ - 
Foothills Pipe Lines (Sask.) 
Note 2001 70.8 8.5% 72.8 7.7% 
Trans Québec & Maritimes Pipeline 
First Mortgage Bonds 1998 to 2005 101.0 10.0% 36.0 13.2% 
Term Loan = ~ 65.0 7.5% 


Ocean State Power Plant 


Senior Secured Notes 


(1995 - US$70.7; 1994 - US$72.8) 2002 to 2011 96.6 7.6% 102.6 76% 
Total Non-Recourse Debt of Joint 
Ventures 1,015.9 1,006.9 
Less: Non-Recourse Debt of Joint 
Ventures Due Within One Year 42.8 9o10) 
973.1 907.9 


(1) Amounts outstanding are stated in millions of Canadian dollars; amounts denominated in U.S. dollars are stated in millions. 
(2) Weighted average interest rates are stated as at the respective outstanding dates and include, where applicable, effective interest rates 
resulting from swap agreements. 


Distributions by certain of the joint ventures are restricted by the terms of the debt. Under the most restrictive 
covenants approximately $181.6 million and $84.0 million cannot be distributed to TransCanada by the Great 
Lakes System and Northern Border Pipeline, respectively, at December 31, 1995. Terms of the debt of other 
joint ventures did not restrict their ability to make distributions at December 31, 1995. 

The Company's pro-rata share of mandatory retirements of the non-recourse joint venture debt, as a 
result of maturities and sinking fund obligations, approximates: 1996 - $42.8 million; 1997 - $58.1 million; 
1998 - $69.3 million; 1999 - $68.8 million; and 2000 - $89.4 million. 
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NOTE 9. Financial Charges 


Year ended December 31 (millions of dollars) 1995 1994 1993 


Financial Charges 


Interest on long-term debt 503.1 474.2 466.3 
Amortization of forward foreign exchange contract premiums (10.5) (3.4) (7.6) 
Interest on long-term debt (net) 492.6 470.8 458.7 
Regulatory deferrals and amortizations 6.7 (3.7) (5.8) 
Non-regulatory foreign exchange 0.5 (1.8) (0.9) 
Short-term interest and other financial charges 11.9 9.3 12.0 
Interest capitalized (2.9) (0.3) — 
16.2 2 os 
508.8 474.3 464.0 

Financial Charges of Joint Ventures 
Interest on long-term non-recourse debt 87.2 91.2 89.8 
Other 2.1 ily 1.8 
89.3 92°79 SHES 


The Company made interest payments of $512.3 million, $482.9 million and $496.3 million for the years ended 
December 31, 1995, 1994 and 1993, respectively. The Company's pro-rata share of interest payments made by 
its joint ventures was $76.3 million, $92.1 million and $89.9 million for the years ended December 31, 1995, 
1994 and 1993, respectively. 


NOTE 10. Convertible Debentures 


The convertible subordinated debentures, which mature in 2001, bear interest at 10.426 per cent. The 
debentures are convertible, at the holder's option, into common shares at a price of $23.041 and are redeemable 
by the Company, under certain circumstances, after June 20, 1995. The Company may elect to pay interest 
when due, and principal on redemption or at maturity, in common or preferred shares of the Company subject 
to the debenture holder's right to receive a cash payment. 


NOTE 11. Income Taxes 


(a) The geographic components of income before income taxes are summarized below. 


Year ended December 31 (millions of dollars) 1995 1994 1993 
Canada 407.3 CV/BS 332.4 
Foreign 133.1 100.6 108.9 

540.4 474.1 441.3 
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(b) The provision for income taxes is summarized as follows. 


Year ended December 31 (millions of dollars) 1995 

Current 

Canada 142.5 

Foreign 38.1 
180.6 

Deferred 

Canada (37.0) 

Foreign (0.7) 
(37.7) 
142.9 


1994 


109.1 
20.1 
W292 


(21.8) 


8.1 


(13.7) 


115.5 


IRs 


TiS 
13.0 
124.3 


(54-2) 
isa 
(38.6) 
Go:7 


(c) Deferred income taxes result from timing differences in the recognition of revenue and expense for tax 


and financial statement purposes. The sources of these differences and the effect on income taxes are 


as follows. 


Year ended December 31 (millions of dollars) 1995 
Capital cost allowance in excess of depreciation 1.0 
Deferred amounts (14.8) 
Amortization of Canadian mainline deferred income taxes (f) (25.3) 
Other 1.4 

(37.7) 


1994 
8.0 
5:5 

(25.3) 
(1.9) 
(13.7) 


1993 
9.6 
(23.1) 
(25.3) 
OZ 
(38.6) 


(d) Income tax expense differs from the amount computed by applying the basic Canadian federal and 
provincial income tax rate to income before income taxes. The reasons for these differences are as follows. 


Year ended December 31 (millions of dollars) 1995 
Income before income taxes 540.4 
Less income not subject to tax currently (f) (144.4) 
396.0 
Federal and provincial statutory tax rate 43.7% 
Expected income tax expense 173.1 
Amortization of Canadian mainline deferred income taxes (f) (25.3) 
Non-deductible capital losses 4.4 
Net difference between the federal and provincial statutory tax rate 
and rates of state and foreign authorities (14.2) 
Utilization of prior years’ operating losses (11.6) 
Large corporations tax 14.3 
Other 2.2 
Actual income tax expense 142.9 
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1994 
474.) 
(147.5) 
326.6 
43.7% 
142.7 
(25.3) 

5.8 


(8.6) 

(13.9) 
14.3 
0.5 
115.5 


1993 
441.3 
(168.2) 
273.1 
43.8% 
119.6 
(25.3) 

5.4 


(14.4) 

(13.7) 
13.8 
0.3 
85.7 
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(e) At December 31, 1995, the Company's United States subsidiaries had net operating losses carried forward 
for tax purposes of US$135.9 million resulting from timing differences as described in (c) above. The benefit 
of these losses has been recognized for accounting purposes. The net operating losses can be carried 
forward and, subject to certain limitations, applied to reduce future taxable income of these subsidiaries. To 
the extent not used, these tax losses expire as follows: 2000 - US$22.1 million; 2001 - US$63.7 million; 
2002 - US$37.5 million; and 2005 - US$12.6 million. 

(f) During the period from August 1978 to July 1982, the Company was directed by the NEB to follow the 
deferral method of accounting for income taxes for the Canadian mainline operations. As a result, the 
Company recovered deferred income tax expense of $75.9 million in tolls during that period. In 1993, the 
NEB directed the Company to amortize this amount over a three-year period which ended in 1995. 

Prior to 1978 and subsequent to 1982, the Company was directed by the NEB to follow the taxes 
payable method of accounting for those income taxes related to the operations of the Canadian mainline. 
Had the deferral method of accounting been prescribed by the NEB for the Canadian mainline from the date 
of commencement of operations, additional deferred income taxes in the amount of $744.9 million to 
December 31, 1995 (December 31, 1994 - $680.7 million) would have been recorded and recovered in tolls 
to date through the tollmaking process. 

(g) Income taxes have not been provided on unremitted earnings of foreign investments which the Company 
intends to indefinitely reinvest in foreign operations. If provision for these taxes had been made, deferred 
income taxes would have increased by approximately $14.0 million at December 31, 1995 (December 31, 
1994 - $12.0 million). 

(h) Income tax payments of $136.4 million, $165.1 million and $66.4 million were made during the years ended 
December 31, 1995, 1994 and 1993, respectively. 


NOTE 12. Preferred Shares (redeemable) 


The authorized number of preferred shares issuable in series is unlimited. Details of the Company's cumulative 
redeemable first preferred shares, all of which are without par value, are as follows. 


1995 1994 
Dividend Redemption (millions (millions 
Rate Price of of 
December 31 Per Share Per Share dollars) dollars) 
FIRST PREFERRED SHARES 
Cumulative redeemable 
$2.80 Series (1995 and 1994 - 552,968) $2.80 $50.50 27.6 27.6 
Series O (7995 and 1994 - 3,000,000) 33:95 $52.00-$50.00 150.0 150.0 
Series P (1995 and 1994 - 2,600,000) $3.875 $52.00-$50.00 130.0 130.0 
Cumulative redeemable retractable 
Series N (1995 and 1994 - 1,500,000) $4.50 $50.00 75.0 75:0 
Series O (1995 and 1994 - 2,100,000) $3275 $50.00 105.0 105.0 
Series R (7995 - 2,000,000; 1994 - Nil) $2.975 $50.00 100.0 - 
Cumulative redeemable perpetual 
Series L (1995 - Nil; 1994 - 100) $40,625 $500,000 - 50.0 
Series M (1995 and 1994 - 150) $42,750 $500,000 75.0 75.0 
662.6 612.6 
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The $2.80 Series shares may be redeemed at any time at the option of the Company. The Company has 
announced its intention to redeem the Series N shares on February 1, 1996. The Company may elect to convert 
the Series O and Series P shares into common shares after October 31, 1998 and after April 30, 1999, 
respectively, at 95 per cent of the then market price of the common shares or, with the agreement of Series O 
or Series P shareholders, into new issues of preferred shares. In addition, after October 31, 2001 for Series O 
shares, and after April 30, 2002 for Series P shares, the holders have the option to convert their respective 
shares into common shares at 95 per cent of the then market price of the common shares, but the Company 
has the option to satisfy the obligations in cash, new issues of preferred shares, common shares or a 
combination thereof. 

On or after December 15, 1999 for the Series Q shares, and on or after December 15, 2000 for the 
Series R shares, the Company may elect to convert the shares deposited for redemption or outstanding shares 
into common shares at 95 per cent of the then market price of the common shares. 

The dividend rate per share on the Series M shares will be redetermined as of May 1, 1996, by one of: 
direct negotiation between the Company and the holders of the Series M shares; bids solicited from investment 
dealers; or an auction procedure. The Series M shares may be redeemed at the option of the Company after 
April 30, 1996. 


NOTE 13. Common Shares 


The Company is authorized to issue an unlimited number of common shares of no par value. In 1992, the 
Company issued 12,500,000 Cumulative Equity Second Preferred Shares, Series B (Equity Preferred Shares). 
During 1995, all the Equity Preferred Shares, which provided a cumulative annual dividend of $1.25 per share, 
were converted into 12,500,000 common shares of the Company. Changes in the Company's common shares 
outstanding are as follows. 


Number of Shares Amount 
(thousands) (millions of dollars) 
Outstanding at January 1, 1993 176,012 791.0 
Issued for cash or cash equivalent 
Under the dividend reinvestment and share purchase plan 3,905 Wie 
Exercise of options 101 6 
Cancellation of common shares (8) (0.1) 
Outstanding at December 31, 1993 180,010 863.9 
Issued for cash or cash equivalent 
Under the dividend reinvestment and share purchase plan 4,759 82.0 
Exercise of options Bye 0.9 
Cancellation of common shares (10) (0.1) 
Outstanding at December 31, 1994 184,811 946.7 
Issued for cash or cash equivalent 
Under the dividend reinvestment and share purchase plan 5,148 86.9 
Exercise of options 24 0.4 
Conversion of Equity Preferred Shares 12,500 197.0 
Outstanding at December 31, 1995 202,483 : 1,231.0 
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Net Income Per Share 

The Equity Preferred Shares, which were converted to common shares in 1995, were considered to be the 
equivalent of common shares for purposes of net income per share calculations. Net income per share is 
calculated by deducting from net income dividends applicable to preferred shares (redeemable) which amounted 
to $47.4 million, $46.6 million and $46.6 million for the years ended December 31, 1995, 1994 and 1993, 
respectively. The result is divided by the weighted average number of Equity Preferred Shares and common 
shares outstanding. The weighted average number of shares, in millions, for the years ended December 31, 1995, 
1994 and 1993, is 200.1, 195.0 and 190.7, respectively. Fully diluted earnings per share have not been presented 
as the effect of potential dilution of convertible debentures, preferred shares Series O, P. QO and R and options 
is not material. 


Employee Stock Incentive Plan 

The Key Employee Stock Incentive Plan (KESIP) permits the award of options to purchase the Company's 
common shares to certain key employees, some of whom are also officers. Options may be exercised at a price 
determined at the time the option was awarded. Generally, 20 per cent of the common shares subject to an 
option may be purchased at the end of each year following the award date of the option. The Company may 
issue up to 12.3 million shares under KESIP. Prior to 1995, KESIP also had a share purchase feature. No shares 
have been sold to any key employee under this feature since 1987. Details of the Company's KESIP options 
outstanding are as follows. 


Number of Options 
Shares Exercisable 
(thousands) Exercise Prices (thousands) 
Outstanding at January 1, 1994 ISS $14.70 - $20.85 871 
Granted 501 $17.375 
Exercised (52) $14.70 - $17.50 
Cancelled or expired (70) $14.70 - $20.10 
Outstanding at December 31, 1994 DBD $14.70 - $20.85 1,145 
Granted 957 $18.40 - $18.455 
Exercised (24) $14.70 - $17.50 
Cancelled or expired (39) $17.125 - $20.10 
Outstanding at December 31, 1995 3,206 $14.70 - $20.85 1,504 


Shareholder Rights Plan 

In 1995, shareholders of the Company ratified a Shareholder Rights Plan (Rights Plan) designed to encourage 
the fair treatment of shareholders in connection with any takeover offer for the Company. Among other 
provisions, the rights issued under the Rights Plan become exercisable when a person (and any related parties) 
acquires 20 per cent or more of the Company's outstanding common shares without complying with certain 
provisions set out in the Rights Plan or without approval of the Board of Directors of the Company. Should such 
an acquisition occur, each right upon exercise entitles a rights holder, other than the acquiring person and related 
parties, to purchase common shares of the Company at 50 per cent of the then market price. In such 
circumstances, each common share is entitled to one right. 


Restriction on Dividends 

Certain terms under the Company's preferred share provisions and debt instruments could potentially restrict 
the Company's ability to declare dividends on preferred and common shares. At December 31, 1995, such terms 
did not restrict or alter the Company's ability to declare dividends. 
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NOTE 14. Deferred Amounts 


December 31 (millions of dollars) 1995 1994 
Canadian mainline 37.4 64.9 
Deferred amounts related to financial instruments (9.9) (37.9) 
Capitalized project costs ~ 37.4 
Other 79.1 74.6 
Deferred amounts of joint ventures 11.9 ZED 

118.5 (ole 


The. deferred amounts of the Canadian mainline are recovered or refunded in future periods through the 
regulatory process. 


NOTE 15. Pension Plans 


The Company has a non-contributory pension plan and a Supplemental Retirement Plan (SRP). The 
non-contributory pension plan covers substantially all employees who have completed one year of service and 
provides a defined benefit pension based on length of service and the employee's final average earnings. The 
SRP provides a supplemental pension benefit to executives upon retirement. 

The Company's net pension expense was $12.0 million, $11.0 million, and $10.6 million for the years 
ended December 31, 1995, 1994 and 1993, respectively. 

The actuarial present value of current accumulated pension benefits, substantially all of which are vested, 
amounted to $262.6 million at December 31, 1995 (December 31, 1994 - $244.6 million). At December 31, 1995, 
the pension plan assets amounted to $256.8 million (December 31, 1994 - $230.8 million). 

Pension plan assets are valued at average market value and include marketable equity securities and 
corporate and government debt securities. The rate of return on pension plan assets was estimated to be 
8.0 per cent per annum. 

In determining the actuarial present value of the projected pension benefit obligation, the discount rate 
used was 8.0 per cent and the rate of projected increase in future compensation levels used ranged from 3.0 to 
5.0 per cent. 


NOTE 16. Decrease/(Increase) in Operating Working Capital 


The following table sets forth the changes in the components of operating working capital. 


Year ended December 31 (millions of dollars) 1995 1994 1993 
(Increase)/decrease in accounts receivable (36.6) 28.4 68.4 
Decrease/(increase) in storage inventory 8.1 (18.8) (EQ) 
Decrease in other current assets 0.1 12a 14.5 
Decrease in accounts payable (22.6) (42.6) (5.3) 
Increase/(decrease) in income taxes payable 68.7 (42.5) 5OM 
Increase/(decrease) in interest accrued 0.6 ile (7/3) 

18.3 (62.2) 108.5 
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NOTE 17. Contingencies 


The Company is subject to various legal proceedings and other investigations as part of ongoing business 
operations. 

(a) Canada 

In 1993, the Company was charged under the Fisheries Act of Canada, the Ontario Water Resources Act and 
the Environmental Protection Act of Ontario. These charges alleged that, during the construction of new pipeline 
in Ontario, the Company discharged sediment into water. 

Prior to commencement of trial, the Ontario Provincial Court dismissed all Fisheries Act charges and all 
charges against corporate officers. The trial concluded in November 1995. During the trial, further charges were 
dismissed by the Court and others were withdrawn by the Crown. Before hearing all the evidence, the Court 
dismissed all remaining charges at the invitation of the Crown. 

(b) United States 

(i) A United States subsidiary of the Company holds a 29 per cent general partnership interest in the Iroquois 
Gas Transmission System L.P. (Iroquois). Another United States subsidiary of the Company operates the 
Iroquois pipeline system on behalf of Iroquois. Iroquois is the subject of a civil investigation by the U.S. 
Attorney's Offices for the Northern, Southern and Eastern Districts of New York to determine whether civil 
environmental violations were committed during construction of the Iroquois pipeline. Iroquois has denied 
that such violations occurred and has asserted that it has fully responded to all concerns raised by 
governmental authorities during construction. No proceedings in connection with this civil investigation 
have been commenced by the U.S. federal government against Iroquois. The Federal Energy Regulatory 
Commission, the Army Corps of Engineers and other federal and state agencies have also requested 
information regarding construction of certain of Iroquois’ facilities. 

In addition, a criminal investigation has been initiated against Iroquois and its environmental consultant 
by the U.S. Attorney's Office for the Northern District of New York in conjunction with the United States 
Environmental Protection Agency and the Federal Bureau of Investigation (FBI). According to a press 
release issued by the FBI in July 1992, areas under investigation include possible environment violations, 
wire fraud, mail fraud and providing false information or concealment of information from federal agencies 
in conjunction with the construction of the base pipeline. No criminal charges have been filed in connection 
with this matter. Iroquois management believes that the pipeline construction and right-of-way activities 
were conducted in a responsible manner. Nevertheless, in the absence of a negotiated resolution, Iroquois 
believes it is probable that the U.S. Attorney will seek indictments including fines and other sanctions. 

lroquois has been negotiating with the relevant governmental agencies towards reaching a global 
resolution of the federal civil and criminal investigations. Such resolution would involve fines and other 
monetary sanctions that would likely be material to the financial results of operations and the financial 
condition of Iroquois. Although no agreements have been reached regarding the disposition of these 
matters, Iroquois has notified TransCanada that for its fiscal year ended December 31, 1995, it intends to 
make provision in its financial statements for a dollar liability associated with these proceedings to reflect 
its evolving understanding of the probable outcome. TransCanada has recorded $7.9 million in its financial 
statements, representing its pro-rata share of this provision. The ultimate resolution of this matter could 
result in a dollar liability different from the provision recorded. 

(ii) A U.S. subsidiary of the Company is the subject of an action in Montana alleging anti-trust conspiracy and 
violations and claiming treble damages. The Company is unable to determine at this time what effect the 
resolution of this matter will have on its financial position and no provision has been made with respect to 


this action. 
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NOTE 18. Significant Differences Between Canadian and U.S. GAAP 
The Company's consolidated financial statements are prepared in accordance with Canadian GAAP, which differ 


in some respects from U.S. GAAP. 


(a) The reconciliation of the differences between net income in accordance with Canadian GAAP and net 
income in accordance with U.S. GAAP are as follows. 


Year ended December 31 (millions of dollars) 1995 1994 ISSE 
Net income as reported in accordance with Canadian GAAP 397.5 358.6 35516 
U.S. GAAP adjustments 

Foreign currency translation (7) 1.1 3.4 8.3 

Income taxes (2) (3.2) (Su) (9.6) 
Income before cumulative effect of the application of SFAS 109 395.4 348.5 354.3 
Cumulative effect of the application of SFAS 109 (2) - - 10.0 
Net income in accordance with U.S. GAAP 395.4 348.5 364.3 


Net income per share in accordance with U.S. GAAP is presented below. 


Year ended December 31 1995 1994 1993 
Income per share before cumulative effect of the application of SFAS 109 ~—s- $1.74 $1.55 $1.61 
Cumulative effect of the application of SFAS 109 (2) - - 0.05 
Net income per share in accordance with U.S. GAAP $1.74 $1.55 $1.66 


(1) Under Canadian GAAP. the Company defers unrealized foreign exchange gains and losses with respect to its borrowings in foreign 
currencies and amortizes them over the remaining life of the borrowings. Under U.S. GAAP. such gains and losses are recognized in 
income immediately. 

(2) Statement of Financial Accounting Standards No. 109 (SFAS 109) “Accounting for Income Taxes” was adopted effective January 1, 
1993. SFAS 109 requires that the liability method be used to calculate deferred income taxes and that deferred income ‘tax expense is 
calculated as the net change in the deferred income tax liability during the year. Refer to (c). 


(b) Condensed Statements of Consolidated Income for TransCanada prepared in accordance with U.S. GAAP 
using the equity method of accounting for joint ventures are as follows. 


Year ended December 31 (millions of dollars) 1995 1994 1993 
Revenues 6,667.3 4,901.3 4,242.1 
Cost of sales 4,719.2 Sales 2,548.2 
Other costs and expenses 851.6 793.1 763.8 
Depreciation 233.4 220:9 205.7 
5,804.2 4,131.3 SS T7/ 
Operating income 863.1 770.0 724.4 
Other (income)/expense 
Income from equity investments (166.0) (165.5) (149.4) 
Other expenses 487.6 458.0 424.2 
Income taxes 146.1 129.0 Sh8).S: 
467.7 421.5 S/ON 
Income before cumulative effect of the application of SFAS 109 395.4 348.5 35493 
Cumulative effect of the application of SFAS 109 - — 10.0 
Net income in accordance with U.S. GAAP 395.4 348.5 364.3 
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Condensed Statements of Consolidated Financial Position for TransCanada prepared in accordance 
with U.S. GAAP using the equity method of accounting for joint ventures are as follows. 


December 31 (millions of dollars) 1995 1994 
Current assets 836.9 734.2 
Equity investments 1,113.7 1,054.0 
Plant, property and equipment 7,114.6 6,829.3 
Regulatory asset 1,212.7 1,087.5 
Deferred amounts 106.6 137.9 

10,384.5 9,842.9 
Current liabilities 1,219.4 alors 
Long-term debt 4,352.1 4,252.3 
Deferred income taxes 1,269.8 1,154.5 
Convertible debentures 150.0 150.0 
Preferred shares (redeemable) 662.6 612.6 
Equity preferred shares and common shareholders’ equity 2,730.6 2,500.2 

10,384.5 9,842.9 


(c) SFAS 109 requires that a deferred income tax liability be recorded for cost-of-service regulated utilities even 
if the taxes payable method is used for tollmaking purposes. As deferred income taxes of such utilities are 
recoverable through future revenues, a corresponding regulatory asset has been recorded for U.S. GAAP 
purposes. These deferred tax assets and liabilities are adjusted for changes in enacted tax rates. 


The tax effects of differences between the accounting value and the tax value of assets and liabilities 
are as follows. 


December 31 (millions of dollars) 1995 1994 

Deferred tax liabilities 
Accelerated tax depreciation on plant and equipment 780.8 728.8 
Taxes on future revenue requirement 416.7 S75 
Undistributed earnings of subsidiaries and joint ventures 119.7 160.7 
Other 58.6 10.3 
1,375.8 W275.4 

Deferred tax assets 

Net operating and capital loss carryforwards 133.4 1353 
Cost of investments in subsidiaries and joint ventures 38.8 39.6 
Other 55.1 21.6 
227.3 196.5 
Less valuation allowance (121.3) (75.9) 
106.0 120.6 
Net deferred tax liability 1,269.8 1,154.5 


The valuation allowance was increased by $45.4 million in 1995, primarily to offset increased capital 
losses carried forward arising from debt retired during the year. The valuation allowance was reduced in 
1994 by $10.6 million due to the utilization of operating loss carryforwards. 
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(d) Statement of Financial Accounting Standards No. 106 “Employers’ Accounting for Postretirement Benefits 
Other Than Pensions", effective January 1, 1995, requires accrual of the expected costs of providing 
postretirement benefits during the period in which employees render services. The provisions of this 
standard do not have a material effect on the Company’s results of operations or financial position. 


(e) The Financial Accounting Standards Board has issued a new standard, Statement of Financial Accounting 
Standards No. 121 “Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to be 
Disposed Of”, effective January 1, 1996. The Company does not expect the provisions of this standard will 
affect its results of operations or financial position. 
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Supplementary Information 


Selected Quarterly Consolidated Financial Data 


The following sets forth selected quarterly financial data for the four quarters of 1995 and 1994 in millions of 


dollars except for per share amounts. 


Three months ended (unaudited) March 31 June 30 September 30 December 31 
1995 

Revenues 1,697.5 1,814.8 1,665.2 1,828.1 
Net income 97.1 100.2 99.4 100.8 
Net income per share $0.43 $0.44 $0.44 $0.44 
Dividends declared per common share $0.25 $0.25 $0.25 $0.27 
1994 

Revenues IESIWES i Koss Uplse7 1,601.5 
Net income 94.7 85.5 88.0 90.4 
Net income per share $0.43 $0.38 $0.39 $0.40 
Dividends declared per common share $0.23 $0.23 $0.23 $0.25 


Consolidated Ratio of Earnings to Fixed Charges 


The following table sets forth the Company's consolidated ratio of earnings to fixed charges for the periods indicated. 


Year ended December 31 1995 1994 1993 1992 1991 1990 
Ratio of earnings to fixed charges (7) 2.0 tes) DAO 2.0 1.8 1.8 


(1) The ratio of earnings to fixed charges is determined by dividing the financial charges incurred by the Company (before capitalized 
interest) into its income from operations before financial charges and income taxes, excluding undistributed income of less than 50 per 
cent owned persons. 


The following table sets forth the Company’s consolidated ratio of earnings to fixed charges for the periods 
indicated, determined in the manner described in (7) above, but utilizing similar information determined in 
accordance with United States generally accepted accounting principles. 


Year ended December 31 1995 1994 1993 1992 1991 1990 
Ratio of earnings to fixed charges 2.0 1.9 2.0 2.0 1.9 1.9 


Differences are described in Note 18, “Significant Differences Between Canadian and U.S. GAAP”, to the 
Company's consolidated financial statements. 
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Six-Year Financial and Operating Highlights 


Financial 
(millions of dollars except where indicated) — REED 1994 1993 1992 1991 1990 


Operating Results 


Revenues 7,005.6 5,218.5 4,531:7 3,981.2 SZ 3622 3,106.5 
Net income 397.5 358.6 355.6 328.7 251.2 214.9 
Assets 


Plant, property and equipment 


Canadian mainline 6,890.1 6,677.6 6,430.5 5,876.1 be TT AO, 3,469.5 
Interconnected pipelines 1,746.7 1,743.1 1,644.9 oval Wa Wed 960.9 
Energy management and other 404.3 83925 300.7 SSH HL 301.6 197.8 
Total assets 10,393.7 9,926.4 93126 9,398.7 7,650.2 5,967.1 


Capitalization 


Long-term debt 4,352.1 AN ev) 4,170.0 3,894.8 3,369.6 2,859.3 
Non-recourse debt of joint ventures 973.1 907.9 889.1 975.1 868.5 494.2 
Preferred shares 
Subject to mandatory redemption 75.0 75.0 TAO) 75.0 155.0 5e.0 
Not subject to mandatory redemption 587.6 537.6 507.8 BilorS 384.0 234.3 
Equity preferred shares and common 
shareholders’ equity 2,766.6 2,536.4 231453 2,098.2 1),659:3 1,280.4 


Cash Flow Data 
Funds generated from operations 684.7 647.3 600.7 597.5 410.9 SeS).7/ 
Capital expenditures 673.7 623.0 833.1 1,426.2 19126 646.5 


Share Statistics 


Net income per share $1.75 $1.60 $1.62 $1.56 $1.34 $1.23 
Dividends declared per common share $1.02 $0.94 $0.86 $0.78 $0.73 $0.69 
Funds generated from operations per share $3.42 $3.32 $3:15 $3.30 $2.51 $2.60 
Return on Average Common Equity 13.14% 12.78% 13.92% 14.78% 14.77% IS: 3:10%6 
Number of Common Shareholders, December 31 17,345 17,748 18,168 18,639 18,871 Wee 
Number of Regular Employees, December 31 1,949 1,848 1,764 Zo 1,784 75 


U.S. GAAP Information 


Net income 395.4 348.5 364.3 343.5 266.5 DDS, 
Net income per share $1.74 $1.55 $1.66 $1.64 $1.43 $1.31 
Equity preferred shares and 

common shareholders’ equity 2,730.6 . 2,500.2 2,286.3 2,072.4 (HONS) A 1,214.4 
Operating 1995 1994 1993 1992 1991 1990 


Canadian mainline gas transmission 
volumes delivered 


(billions of cubic feet) 


Annual 2,351.5 2,219.8 DADUS 1,971.3 1,655.1 1,509.6 
Maximum per day 7.8 73 Wal a7] BS) 5.1 

Canadian mainline including loop line - 
kilometres of pipeline 13 955 13 843 13 687 13 106 12 242 11 400 
Canadian mainline compressor power (MW) 1,886 1,766 O27. 1,582 1,282 eal 
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Directors 
(December 31, 1995) 


J.V. Raymond Cyr, 0.C. 
Chairman of the Board 

Bell Canada 

Montréal 


Robert E. Dineen, Jr. 
Partner 

Shearman & Sterling 

New York 


Wendy Dobson 

Professor, Faculty of Management 
University of Toronto 

Toronto 


Ie Naves! Lortice CG: O1C 
Chairman and a Senior Partner 
Ogilvy Renault 

Montréal 


Thomas E. Kierans 

President and Chief Executive Officer 
C.D. Howe Institute 

Toronto 


Corporate Governance 


TransCanada’s board of 
directors (the board) has 
ultimate responsibility for the 
supervision of the business 
and affairs of the company. 
Day to day management 
of the company is the 
responsibility of the chief 
executive officer 

(the CEO) and other 
senior management of 

the company. 


The Hon. Donald S. 
Macdonald, PC., C.C. 
Counsel 

McCarthy Tétrault 

Toronto 


Gerald J. Maier 

Chairman of the Board 
TransCanada PipeLines Limited 
Calgary 


Harry G. Schaefer 
Chairman of the Board 
TransAlta Corporation 
Calgary 


Allan R. Taylor 
Former Chairman and 
Chief Executive Officer 
Royal Bank of Canada 
Toronto 


The board of directors 
discharges its responsibilities 
directly and through 
committees. At regularly 
scheduled meetings, 
members of the board and 
management discuss a broad 
range of issues relevant to 
the company’s strategy and 
broad business interests. The 
board also receives reports 
from management on the 
company’s operational and 
economic performance. 


Joseph D. Thompson, PEng. 
Chairman, President and 

Chief Executive Officer 

PCL Construction Holdings Ltd. 
Edmonton 


George W. Watson 

President and Chief Executive Officer 
TransCanada PipeLines Limited 
Calgary 


Margaret K. Witte 

President and Chief Executive Officer 
Royal Oak Mines Inc. 

Kirkland, Washington 


Strategies, business plans, 
corporate policies, 
financings, human resource 
programs and succession 
plans are items proposed by 
management for 
consideration and, if deemed 
appropriate, approval by the 
board. In addition, reports of 
board committees are 
received and considered. In 
addition to nine scheduled 
meetings each year, 
unscheduled meetings are 
held from time to time as 
required. 

There were 11 meetings of 
the board of directors in 1995. 


Corporate Informati: 


All committees of the 
board have a majority of 
members who are unrelated 
directors and in the case of 
the human resources 
committee, the governance 
committee and the audit 
comunittee, all members are 
outside or “non- 
management” directors. 

The following is a brief 
description of the mandate 
of each board committee, its 
composition, and the 
number of meetings held 
during the past year. 
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Audit and Environmental Committee 


The mandate of the audit and 

environmental committee is to: 

® monitor accounting, 
finance, control and audit 
functions and the 
presentation of financial 
statements; 

© approve the release by the 
company of the quarterly 
and annual financial results; 


Governance Committee 


The mandate of the governance 

committee is to: 

¢ recommend to the board 
candidates for nomination 
as directors of the 
company; 

e annually review credentials 
of nominees for re-election; 


e meet with the outside 
auditors; with the director, 
Internal Audit; and the 
director, Environmental 
Affairs, in each case 
independently of other 
management; 

e ensure that management 
has established an 
effective system of internal 
control and security; 


e review the performance of 
directors and the board; 

® review and recommend 
compensation for board 
and committee service; 

e develop and recommend 
policies and procedures of 
the board regarding 
governance issues; and 


Human Resources Committee 


The mandate of the human 

resources committee is to: 

e review with the CEO 
human resource policies 
and plans regarding 
recruitment, training, 
compensation, benefits, 
and succession and to 
report on these matters to 
the full board as required; 


Executive Committee 


The executive committee 
may exercise all powers of 
the board, with certain 
exceptions prescribed by law. 
The committee is 
available to meet from time 
to time with the CEO to 
review significant policy 
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® assess annually the 
performance against 
objectives of the CEO and 
other senior officers of the 
company; 

© approve the salary and 
other remuneration of the 
CEO and other senior 
officers; and 


issues, business plans, budgets, 
acquisitions and divestitures. 

The committee met three 
times in 1995. 


® ensure that policies are in 
place establishing 
standards of conduct with 
respect to environmental 
matters; and 

® review Issues relating to 
legal and regulatory 
responsibilities to ensure 
compliance. 

The committee met five times 
in 1995. 


monitor the quality of the 
relationship between 
management and the board 
and recommend 
improvements if necessary 
or desirable. 

The committee met twice 
in 1995. 


e oversee the administration 
of the company’s stock 
option plan and approve 
stock option grants in 
accordance with-the terms 
of the plan. 


The committee met five times 


itt 1995S: 


Chair: 
G.J. Maier 
Members: 
JV. RS Cye 
L.Y. Fortier 
D.S. Macdonald 
G.W. Watson 
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Chair: 
H.G. Schaefer 
Members: 
RCE Dineens ir 
W. Dobson 
TE. Kierans 
J.D. Thompson 
M.K. Witte 


Chair: 
J.V.RG Cyr 
Members: 
W. Dobson 
L.Y. Fortier 
D.S. Macdonald 
GJ. Maier 
A.R. Taylor 


Chair: 
A.R. Taylor 
Members: 
J:VRS- Cyr 
TE. Kierans 
H.G. Schaefer 


Further information with respect 
to TransCanada’*s principles of 
corporate governance is contained 
in the Management Proxy 
Circular dated March 5, 1996. 
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Executive Officers 
(December 31, 1995) 


George W. Watson 
President and 
Chief Executive Officer 


Gavin J. Couper 
Senior Vice-President 
Strategic Resources 


Michael Durnin 


Senior Vice-President 


Officers 
(December 31, 1995) 


H. Frederick Button 
Vice-President 
Project Development 


Doron J. Cohen 
Vice-President 
Information Systems 
and Telecommunications 


Robert B. Cohen 
Vice-President 
Government and Public Affairs 


Marcel R. Coutu 
Vice-President 
Finance 


A. Jake Epp 


Senior Vice-President 


Robert B. Hodgins 


Senior Vice-President and 
Chief Financial Officer 


Stephen J. Letwin 
President, Petroleum Group 
TransCanada Energy 
Management Limited 


Max Feldman 
Vice-President 
Customer Service and Marketing 


Steven Jakymiw 
Vice-President 
Associated Pipelines and Investments 


Alison T. Love 
Corporate Secretary and 
Associate General Counsel 


Barry G. Luft 
Vice-President 
Transportation Services 
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Robert J.C. Reid 


Senior Vice-President 


Ray T. Smith 


Vice-President and Controller 


Robert A.M. Young 
Senior Vice-President, Law 


G. Lawrence Spackman 
President, Gas Marketing Group 
TransCanada Energy 
Management Limited 


Lawrence W. Sloan 
Assistant Secretary 


John W. Stinson 
Vice-President 
Human Resources 


James M. Murray 
General Counsel 

Litigation & Regulatory and 
Assistant Corporate Secretary 


Gary G. Penrose 


General Manager 

Taxation John G. Walker 
Vice-President 

David E. Reid Operations 

Vice-President 

Engineering Bruce A. Westell 
Treasurer 


David Russell 
Vice-President 
Power Generation and Projects 


Paul R. Wigle 
Vice-President 
Transportation Planning 


taf: 
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Corporate Offices 


TransCanada 

Head Office 

TransCanada PipeLines Tower 
111 - Fifth Avenue S.W. 
Calgary, Alberta 

T2P S36 

Telephone: (403) 267-6100 


TransCanada 

Toronto 

55 Yonge Street, 8th Floor 
‘Toronto, Ontario 

MBE 1J4 

Telephone: (416) 869-2111 


TransCanada Energy 
Management Limited 


Suite 1400, 

421 - Seventh Avenue S.W. 
Calgary, Alberta 

T2P 4K9 

Telephone: (403) 262-6800 


George W. Watson 
Chief Executive Officer 


Stephen J. Letwin 
President 
Petroleum Group 


G. Lawrence Spackman 
President 
Gas Marketing Group 


TransCanada Gas 

Services Limited 

530 - Eighth Avenue S.W. 
Calgary, Alberta 

M2P3V6 

Telephone: (403) 269-5611 


G. Lawrence Spackman 
President 
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TCPL Global Advisory 
Services Ltd. 

7th Floor 

111 - Fifth Avenue S.W. 
Calgary, Alberta 

WAP BNaS 

Telephone: (403) 267-6100 


A. Jake Epp 


President 


H. Frederick Button 
Senior Vice-President 
Project Development 


D. G. Waddingham 
Senior Vice-President 
Investments 


Cancarb Limited 

P.O. Box 310 

1702 Brier Park Crescent N.W. 
Medicine Hat, Alberta 

T1A 7G1 

Telephone: (403) 527-1121 


Robert D. Hale 
President and Chief Operating Officer 


Trans Québec & Maritimes 
Pipeline Inc. 

1 Place Ville Marie, 

Suite 2220 

Montréal, Québec 

H3B 3M4 

Telephone: (514) 874-8800 


Robert Turgeon 
President 


Alberta Natural Gas 
Company Ltd 

2900, 

240 - Fourth Avenue S.W. 
Calgary, Alberta 

T2P 4L7 

Telephone: (403) 691-7777 


Wayne Lunt 
President and Chief Executive Officer 


Great Lakes Gas 
Transmission Limited 
Partnership 

1 Woodward Avenue, 

Suite 1600 

Detroit, Michigan 48226 
Telephone: (313) 596-4400 


Derek Henwood 
President 


Iroquois Pipeline 

Operating Company 

One Corporate Drive, 
Suite 606 

Shelton, Connecticut 06484 
Telephone: (203) 925-7200 


Craig R. Frew 


President 
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Stock Exchanges: 
Common and preferred 
shares are listed on the 
Toronto, Montréal, 
Vancouver, Alberta and 
Winnipeg stock exchanges. 
Common shares are also 
listed on the New York 
Stock Exchange. 


Stock Symbols 

Common all exchanges: 
TRP; $2.80 Cumulative 
redeemable first preferred: 
TRPPR.A; Cumulative 
redeemable retractable first 
preferred Series O: 
TRPPR.O; Cumulative 
redeemable retractable first 
preferred Series Q: 

peice PR: ©: Series .R: 
TEP PRR. 


Important Dates 

Scheduled dividend payment 
dates in 1996 are January 31, 
April 30, July 31 and 
October 31. 


Dividend Reinvestment and 
Share Purchase Plan 
TransCanada’s dividend 
reinvestment and share 
purchase plan allows 
common and preferred 
shareholders to purchase 
additional common shares by 
reinvesting their cash 
dividends and by making 
optional cash payments 
without incurring brokerage 
or administrative fees. 
Participants in the plan may 
make optional cash payments 
to buy additional shares of 
up to $5,000 per quarter. 


Non-resident Investors 
Dividends paid by 
TransCanada to shareholders 
outside Canada are subject to 
Canadian non-resident 
withholding tax. The general 
rate is 15 per cent for the 
investors resident in United 
States and other countries 
where Canadian tax treaties 
apply. Residents of non- 
treaty countries are subject 
to a 25 per cent withholding 
tax on dividends. 

Certain exemptions 
related to the tax may be 
available to residents of the 
United States. Corporate 
investors holding more than 
10 per cent of the voting 
shares of a company may pay 
withholding tax at a reduced 
rate, which is projected to 
decrease to five per cent for 
dividends paid in 1997 and 
beyond. Shareholders should 


consult their tax advisors. 


Common Shares 

Transfer agents and registrars 
for TransCanada’s common 
shares are: 

Montreal Trust Company 
(Montréal, Toronto, 
Winnipeg, Regina, Calgary 
and Vancouver) and Bank of 
Montreal Trust Company 
(New York). 


Preferred Shares 

Transfer agent and registrar 
Montreal Trust Company 
(Montréal, Toronto, 
Winnipeg, Regina, Calgary 
and Vancouver) for these 
preferred shares: $2.80 
cumulative redeemable first 
preferred shares; Cumulative 
redeemable first preferred 
shares, Series O and Series P; 


‘Cumulative redeemable 


retractable first preferred 
shares, Series N, Series Q 
and Series R. Cumulative 
redeemable perpetual first 
preferred shares, Series M are 
transferable at TransCanada. 


First Mortgage Pipe Line 
Bonds 

Trustee and Registrar: 
The R-M Trust Company, 
as agent for National Trust 
Company, Toronto. 
Co-registrar and paying 
agent U.S. Series, 16% and 
16°/,% — Bankers Trust 
Company, New York, N.Y. 
Co-registrar and paying 
agent U.K. Series, 1614% — 
Royal Bank of Scotland plc, 
London, England. 


Debentures 
Trustee and registrar, 
Canadian series, Montreal 
Trust Company (Montréal, 
Toronto, Winnipeg, Calgary 
and Vancouver) for these 
debentures: 
11.40% series J 
10.45% series K 
10.80% series L 
10.55% series M 
11.10% series N 
10.50% series O 
10.50% series P 
10.625% series Q 
11.85% series R 
11.90% series S 
11.65% series T 
11.80% series U 
9.80% series V 
9.45% series W 

Trustee and registrar, U.S. 
series 9.875%, 8.625% and 
8.50%, Bank of Montreal 
Trust Company, New York. 
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Convertible Subordinated 
Debentures 

Trustee and registrar, 
Canadian series 10.426%, 
Montreal Trust Company, 
Calgary. 


Subordinated Debentures 
Trustee and registrar, US. 
series 9.125%, The Bank of 
Nova Scotia Trust Company 
of New York. 


Canadian Medium 

Term Notes 

Trustee, The R-M Trust 
Company (Montréal, 
Toronto, Winnipeg, Regina, 
Calgary and Vancouver). 


U.S. Medium Term Notes 
Trustees, Bank of Montreal 
Trust Company, New York 
(unsubordinated notes); The 
Bank of Nova Scotia Trust 
Company of New York 
(subordinated notes). 


Annual Information Form 
TransCanada’s 1995 Annual 
Information Form, as filed 
with Canadian securities 
commissions and as filed 
under Form 40-F with the 
US. Securities and Exchange 
Commission, may be 
obtained from: 

Corporate Secretary, 
TransCanada PipeLines 
Limited, 

P. O. Box 1000, Station M, 
Calgary, Alberta, T2P 4K5. 


Si vous désirez vous procurer 
un exemplaire de ce rapport 
en frangais, veuillez vous 
adresser a TransCanada 
PipeLines Limited, bureau du 
secrétaire. 


Quarterly Updates 

If you would like to receive 
quarterly reports but are not 
a registered shareholder, 
please write or call us with 
your name and address. To 
receive our news releases by 
fax, please forward your fax 
number to us. 


Common Share Performance 


umm Monthly Price Range (/SE$Cdn.) 


$24.00 
22.00 
20.00 
18.00 
16.00 
14.00 


10.00 


To change your address, 
eliminate multiple mailings, 
request information 
regarding cheques, share 
certificates, stock transfers or 
dividend reinvestment plan 
account updates, please 
contact the transfer agent: 


Common Share Price Range 


Toronto Stock Exchange 


Fiscal 1994 

First Quarter 1995 
Second Quarter 1995 
Third Quarter 1995 
Fourth Quarter 1995 


New York Stock Exchange 
(US dollars) 

Fiscal 1994 

First Quarter 1995 
Second Quarter 1995 
Third Quarter 1995 
Fourth Quarter 1995 


Montreal Trust Company 
of Canada 

Stock and Bond Transfer 
Department 

600, 530-8th Avenue S.W. 
Calgary, Alberta, Canada 
P2P 358 

Telephone: (403) 267-6555 


High Low 

$20.88 $16.00 
$18.75 $16.50 
$18.88 $17.50 
$18.75 $17.50 
$19.00 $17.00 
High Low 

$15.88 $11.63 
$13.38 $11.63 
$13.63 $12.63 
$13.88 $12.88 
$14.00 $12.50 


TransCanada welcomes questions from shareholders and 


potential investors. Please telephone Gary Lloyd, director, 
Investor Relations, at 1-800-361-6522 (Canada and 
U.S. Mainland) or direct dial (403) 267-8518. 


Investor fax line (403) 267-8538 


mums Monthly Price Range (NYSE$U.S.) 


as efuonengdladectut Genel al Ladunscuall 


a Volumes ail exchanges — 
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1991 
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1995 
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This Annual Report is printed on acid free, recycled 
paper that contains 50 per cent recycled fibre. 

The financial sections contain a minimum of — 

25 per cent post-consumer waste. 


TransCanada 


TransCanada PipeLines Limited 


111 - 5th Avenue S.W. 
Calgary, Alberta, Canada T2P 3Y6 


TransCanada welcomes questions 
from shareholders and potential 
investors. Please telephone 

Gary Lloyd, director, Investor 
Relations, at 1-800-361-6522 
(Canada and U.S. Mainland) 

or direct dial (403) 267-8518. 
Investor fax line (403) 267-8538 
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